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INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
of Branch County
Coldwater, Michigan

We have audited the accompanying financial stalements of the governmental activities, the business-type
activities, each major fund, the aggregate discretely presented component units, and the aggregate remaining fund
information of Branch County, Michigan as of and for the year ended December 31, 2007, which collectively
comprise the County’s basic financial statements as listed in the lable of contents. These financial statements are
the responsibility of Branch County's management. Our responsibility is to express opinions on these financial
statements based on our audit. We did not audit the financial statements of the Branch County Road Commission
or the Community Health Center. The Branch County Road Commission represents 29% and 11%, respectively,
of the assets and revenues of the aggregate discretely presented component units. The Community Health Center
represents 48% and 77%, respectively, of the assets and revenues of the aggregate discretely presented
component units. Those financial statements were audited by other auditors whose reports thereon have been
furnished to us, and our opinion, insofar as it relates to the amounts included for the Branch County Road
Commission and the Community Health Center is based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinions.

in our opinion, based on our audit and the reports of other auditors, the financial statements referred to above
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, each major fund, the aggregate discretely presented component units, and the aggregate remaining
fund information of Branch County, Michigan as of December 31, 2007, and the respective changes in financial
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

in accordance with Government Auditing Standards, we have also issued our report dated July 1, 2008, on our
consideration of Branch County's internal confrol over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is lo describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

East Lansing = Rochester Hifls = St. Johns



The management’s discussion and analysis and budgetary comparison information as identified in the table of
contents are not required parts of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
Branch County's basic financial statements. The accompanying other supplementary information, as identified in
the table of contents, is presented for the purpose of additional analysis and is not a required part of the basic
financial statements. The other supplementary information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Conodann = Hollyes RC.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

July 1, 2008
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Management's Discussion and Analysis
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The following is a discussion and analysis of Branch County's {the County’s) financial performance and pesition,
providing an overview of the activities for the year ended December 31, 2007. This analysis should be read in
conjunction with the Independent Auditors Report, beginning on page i of this report, and with the County’s
financial statements, which follow this section.

Certain limited financial information is presented with respect to the Branch County Road Commission, Branch-
Hillsdale-St. Joseph Community Health Agency, and Community Health Center. The reader should refer to the
Road Commission's, Community Health Agency’s and Community Health Center's separately issued financial
statements for mare detailed information.

FINANCIAL HIGHLIGHTS

Government-wide:

» Total net assets as of December 31, 2007, were $33,873,826 (excluding component units).
« Governmental activities net assets were $17,891,241,

+ Business-type activities net assets were $15,982,585.

+ Component Unit net assets were $84,544,680.

Fund Level:

s+ At the close of the fiscal year, the County's governmental funds reported a total ending fund balance of
$7.647,820 with $4,469,603 being reserved, designated, or otherwise earmarked for specific purposes.

s The General Fund realized $121,158 more in revenues and other financing sources than anticipated for the
fiscal year. General Fund operations also expended $521,105 less than appropriated.

e QOverall, the General Fund balance increased by $580,014 to $2,303,533 with $2,100,010 undesignated or
available for general purposes.

Capital and Long-term Debt Activities:

The primary government did not issue any new debt during the fiscal year.

The total long-term debt for the primary government was $9,253,206 with a net reduction of $802,947 from
the prior year.

The Drainage Districts issued $93,000 in new long-term notes.

The total long-term debt for the component units (Drainage Districts and Board of Public Works only) was
$4,742,583 with a net reduction of $262,930 from the prior year.

The long-term debt for the Road Commission was $410,566 and $8,875,311 for the Community Health
Center.

The County remains well below its authorized legal debt limit.

The total additions to the capital asset schedule for the primary government were $482,698 and included
such items as HVAC upgrades at the jail, security cameras, parking lot paving in the parks, and construction
at the medical care facility.

OVERVIEW OF THE FINANCIAL STATEMENTS

The annual financial report of the County consists of the following components: 1) Independent Auditors Report;
2) Management’s Discussion and Analysis and 3} the Basic Financial Statements (government-wide financial
statements, fund financial statements, notes to the financial statements), Required Supplementary Information
such as budget to actual comparisons for the General Fund and major Special Revenue Funds, and Other
Supplementary Information including combining financiat statements for all nonmajor governmental funds and
proprietary funds and other financial data.
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Government-wide Financial Statements (Reporting the County as a Whole)

The set of government-wide financial statements are made up of the Statement of Net Assets and the
Statement of Activities, which report information about the County as a whole, and about its activities. Their
purpose is to assist in answering the question, is the County, in its entirety, better or worse off as a result of this
fiscal year's activities? These statements, which include all non-fiduciary assets and liabilities, are reported on
the accrual basis of accounting, similar to a private business. This means revenues are accounted for when
they are earned and expenses are accounted for when incurred, regardless of when the actual cash is received
or disbursed.

The Statement of Net Assets (page 1) presents all of the County's assets and liabilities, recording the difference
between the two as "net assets". Over time, increases or decreases in net assets measure whether the
County's financial position is improving or deteriorating.

The Statement of Activities (page 2) presents information showing how the County's net assets changed during
2007. Al changes in net assets are reported based on the period for which the underlying events giving rise to
the change occurs, regardless of the timing of related cash flows. Therefore, revenue and expenses are
reported in these statements for scme items that wiil only result in cash flows in future financial periods, such as
uncollected taxes and earned but unused employee annual leave.

Both statements report the following activities:

» Governmental Activities - Most of the County's basic services are reported under this category. Taxes,
charges for services and intergovernmental revenue primarily fund these services. Most of the County's
general government departments, law enforcement, the courts, the Board of Commissioner operations, and
other countywide elected official cperations are reported under these activities. This also includes the
special revenue funds such as the Commission on Aging and Friend of the Court Funds.

* Business-type Acltivities - These activities operate like private businesses. The County charges fees to
recover the cost of the services provided. The Delinquent Tax Revolving Fund, County Medical Facility
Fund, and Jail Inmate Commissary are examples of these activities.

» Discretely Presented Component Units - Discretely Presented Component units are legally separate
organizations for which the Board of Commissioners appoints a majority of the organization's policy board
and there is a degree of financial accountability to the County. Five organizations are included as
component units: the Branch County Road Commission, Branch-Hillsdale-St. Joseph Community Health
Agency, Drainage Districts, Board of Public Works, and the Community Health Center.

As stated previously, the government-wide statements report on an accrual basis of accounting. However, the
governmental funds report on a modified accrual basis. Under modified accrual accounting, revenues are
recognized when they are measurable and available to pay obligations of the fiscal period; expenditures are
recognized when they are due to be paid from available resources.

Because of the different basis of accounting between the fund statements {described below) and the
government-wide statements, pages 5 and 8 present reconciliations between the two statement types. The
following summarizes the impact of transitioning from modified accrual to full accrual accounting:

e (Capital assets used in governmental activities (depreciation) are not reported on the fund financial
statements of the governmental funds; however depreciation expense is reported on the government-wide
statements.

» (Capital cutlay spending results in capital assets on the government-wide statements, but is reported as
expenditures on the fund financial statements of the governmental funds.

¢ Internal service funds are reported as governmental activities on the government-wide statements, but are
reported as proprietary funds on the fund financial statements,

- v -
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» Long-term liabilities, such as reserves for sick and annual leave (compensated absences), etc. appear as
liabilities on the government-wide statements; however they will not appear on the fund financial statements
unless current resources are used to pay a specific obligation.

¢ Bond proceeds are reported as liabilities on the government-wide statements, but are recorded as other
financing sources on the fund financial statements.

In addition, it should be noted that the government-wide financial statements include the net value of the
County's general capital assets such as buildings, land, cars, computer equipment, etc. These values are not
included in the fund financial statements.

Fund Financizal Statements (Reporting the County’s Major Funds)

The fund financial statements, which begin on page 3, provide information on the County's significant {major)
funds, and aggregated nonmajor funds. Traditional users of governmental financial statements will find the
Fund Financial Statements presentation more familiar.

A fund is a fiscal and accounting entity with a self-balancing set of accounts that the County uses to keep track
of specific sources of funding and spending for a particular purpose. State law or policy requires some separate
funds, such as the Commission on Aging and Child Care Fund; other funds are required by bond or grant
agreements, such as the Friend of the Court Fund. Funds are also utilized to track specific operations; these
include the internal services funds (e.g. Flexible Benefit Insurance Fund) as well as enterprise funds such as the
Inmate Store and Tax Payment Funds.

The basic financial statements report major funds as defined by the Government Accounting Standards Board
(GASB) in separate columns. Statement 34 defines a “major fund” as the General Fund, and any governmental
or enterprise fund which has either total assets, total liabilities, total revenues or total expenditures/expenses
that equal at least ten (10} percent of those categories for either the governmental funds or the enterprise funds
and where the individual fund total also exceeds five (5) percent of those categories for governmental and
enterprise funds combined. The major funds for Branch County include the General Fund, the Revenue Sharing
Reserve Fund, the Commission on Aging Fund, the Delinquent Tax Revolving Fund, the Emergency Services
Fund, the Jail Millage Fund and the Medical Care Facility Fund. All other funds are classified as nonmajor funds
and are reported in aggregate by the applicable fund type. The County includes detailed information on its
nonmajor funds in the other supplementary information section of this report.

The County’s funds are divided into three categories - governmental, proprietary, and fiduciary - and use
different accounting approaches:

s Governmental Funds - Most of the County’s basic services are reported in the governmental funds. The
focus of these funds is how cash and other financial assets that can be readily converted to cash, flow in
and out during the course of the fiscal year and how the balances left at year-end are available for spending
on future services. Consequently, the governmental fund financial statements provide a detailed short-term
view that helps determine whether there are more or fewer financial resources that may be expended in the
near future to finance the County’s programs. Governmental funds include the General Fund, as well as
Special Revenue Funds (use of fund balance is restricted), Capital Projects Funds {used to report major
capital acquisitions and construction), and Debt Service Funds {accounts for resources used to pay long-
term debt principal and interest).

e Proprietary Funds - Services for which the County charges customers {whether outside the County
structure or a County department) a fee are generally reported in proprietary funds. Proprietary funds use
the same accrual basis of accounting used in the government-wide statements and by private business.
There are two types of proprietary funds. Enferprise funds report activities that provide supplies andfor
services to the general public. An example is the Medical Care Facility Fund. /nternal Service funds report
activities that provide supplies or service to the County’s other operations, such as the Revolving Drain
Equipment Fund. Internal Service funds are reported as governmental activities on the government-wide
statements.
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e Fiduciary Funds - The County acts as a trustee or fiduciary in certain instances. It is also responsible for
other assets that, because of trust arrangements, can only be used for the trust beneficiaries. The County's
fiduciary activities are reported in separate statements of Fiduciary Net Assets and Changes in Plan Net
Assets on pages 19 and 20. These funds, which include trust and agency funds and the Pension Fund, are
reported using the accrual basis of accounting. The government-wide statements exclude the fiduciary fund
activities and balances because these assets are not available to the County to fund its operations.

Notes to the Financial Statements

The Notes to the Financial Statements provide additional information that is essential to a full understanding of
the detail provided in the government-wide and fund financial statements. The Notes can be found beginning on
page 24 of this report.

Required Supplementary Information
Following the Basic Financial Statements is additional Required Supplementary Information (RSI), which further

explains and supports the information in the financial statements. RSl includes a budgetary comparison
schedules for the General Fund and the major special revenue funds.

Other Supplementary Information
Other Supplementary Information includes combining financial statements for nonmajor governmental,

proprietary, and fiduciary funds. These funds, except for the fiduciary funds, are added together, by fund type,
and are presented in aggregate single columns in the appropriate basic financial statements.

FINANCIAL ANALYSIS OF THE COUNTY AS A WHOLE
As previously stated, Branch County's combined net assets were $33,873,826 at the end of this fiscal year's
operations. The net assets of the governmental activities were $17,891,241; the business type activities were
$15,982,585.

Net Assets as of December 31, 2006 and 2007

Business Business Total Total
Governmental Governmental Type Type Primary Primary
Aclivities Activities Activities Activities Government Government
2006 2007 2006 2007 2006 2007
Current and Other Assels $ 10,451,018 $ 10,721,986 $ 12,517,851 $ 12,976,026 $ 22,968,869 $ 23,698,012
Capital Assets 20,410,739 19,233,781 3.906,948 3,726,298 24,317 687 22,960,079
Total Assets 30861757  $29,955767 $16424799  $16702324  § 47286556  $ 46,658,001
Current Liabilities % 1,513,267 $ 1,412,751 $ 673,838 $ 565,460 $ 2,187,105 $ 1,978,211
Noncurrent Liabilities 11,543,528 10,651.775 150,219 154,279 11,693,747 10,806,054
Total Liabilities $13.056795  $12,064.526 $_ 824057  § 719739  §$13880852  $12.784265
Net Assels
Invested in Capital Assets
(Net of related debt) $ 11,283,167 $ 10,938,781 $ 3,906,948 $ 3,579,740 $ 15,190,115 $ 14,518,521
Restricted 4,131,909 3,250,348 91,891 93,508 4,223,800 3,343,856
Unrestricted 2,389,886 3.702.112 11,601,903 12,309,337 13,991,789 16,011,449
Total Net Assets $17,804962  $17.891.241 £15600,742  $15082585  §33405704  $33,873.806

The following condensed financial information was derived from the government-wide Statement of Activities
and reflects how the County's primary government net assets changed during the fiscal year:
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Changes in Net Assets for the Fiscal Year Ending December 31, 2006 and 2007

Business Business
Governmental Governmental Type Type
Activities Activities Activities Activities Total Total
2006 2007 2006 2007 20086 2007
Revenues
Charges for Services $ 4,477,834 $ 4,130,492 $ 8,510,291 $ 8,469,333 $ 12,988,125 $ 12,599,825
Grants and Contributions 2,467,650 2,762,210 B45,264 1,027,554 3,312,914 3,789,764
General Revenues
Property Taxes 9,916,793 8,700,878 - - 9,916,793 8,700,878
Investment Earnings 346,153 444,076 387,953 498,154 734,106 942,230
Miscellaneous 471.078 674.830 7,692 4,435 478.770 679,265
Total Revenues 17,679,508 16,712,486 9,751,200 9,999,476 27,430,708 26,711,962
Expenses
General Government 6,727,241 6,992,001 - - 6,727,241 6,992,001
Public Safety 4,044,773 5,014,980 - - 4,044,773 5,014,980
Public Works 295,154 313,655 - - 295,154 313,655
Health and Welfare 4,059,883 4,007,255 - - 4,059,883 4,007,255
Community and Econ. Dev. 156,708 171,236 - - 156,708 171,236
Recreation and Cultural 302,005 355,752 - - 302,005 355,752
Other 435,714 406,467 7.998 442 8,982,494 8,434,156 9,388,961
Total Expenses 16,021,478 17,261,346 7,998,442 8,982,494 24,019,920 26,243,840
Excess (deficiency) 1,658,030 { 548.860) 1,752,758 1,016,982 3,410,788 468,122
Transfers 662,050 635.139 { 662.050) _{ 635.139) -0- -0-
Increase (decrease).
in Net Assets 2,320,080 86,279 1,090,708 381,843 3,410,788 468,122
Restated Net Assets -
Beginning 15.484,882 17,804,962 14,510.034 15,600,742 20 994 916 33,405,704
Net Assets - Ending §17,804962  $17,891,241 $15,600,742 $15,982 585 § 33.405.704 $ 33,873,826

Governmental Activities:

The result of 2007 governmental activity was an increase of $86,279 to lift net assets to $17,891,241. Of the
total governmental activities' net assets, $10,938,781 is invested in capital assets less related debt, $3,250,348
is reported as restricted, meaning these assets are legally committed for a specific purpose through statue, or
by ancther authority outside the County government. The balance of $3,702,112 is listed as unrestricted,
having no legal commitment.

Revenues:

The three largest revenue categories for governmental activities were property taxes at 52%, charges for
services at 25%, and grants and contributions at 17%. The County levied five property tax millages for the 2006
tax levy which is recognized as revenue in 2007, one being for general government operations at 1.5854 mills,
which is not assigned to any particular activity, one for 911 Operating at .7500 mills, one for commission of
aging (operating) at .7333 mills, one for Jail and Law Enforcement at .4852 mills, and one for veterans relief at
.1000. The County also levied 4.7562 mills for general operations in July of 2007 which is recognized as
revenue in 2007. Charges for services, which reimburse the County for specific activities, are the second
largest source of governmental activity revenue. Examples include District Court fees and services, Clerk’s
Office filing fees, Register of Deeds filing fees, and inmate telephone charges. Grants and contributions are the
third largest source of governmental activity revenue.

- vii -
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Expenses:

General government is the largest governmental activity, expending $6,992,001 of the $17,261,346
governmental activities total and includes offices such as Gircuit Court, District Court, Probate/Juvenile Court,
Prosecuting Attorney, Board of Commissioners, Treasurer, Clerk, Register of Deeds, Elections and MSU
Extension. Public safety is the second largest area, expending $5,014,980. Public safety includes the sheriff
and jail operations.

Business-type Activities:

Net assets in business-type activities increased by $381,843 during 2007.

Of the total business-type activities net assets, $12,309,337 is reported as unrestricted. However, it is important
to note that although reported as unrestricted, many of these assets are anticipated to be designated through

Board of Commissioners action to be spent on General Fund activities and self-funding of delinquent tax
payments in future years.

FINANCIAL ANALYSIS OF THE COUNTY'S MAJOR AND NON MAJOR FUNDS

As the County completed 2007, its governmental funds reported combined fund balances of $7,647,820 a net
increase of $315,375. The net changes are summarized in the following chart:

Revenue Nonmajor
General Sharing Commission | Emergency Jail Governmental
Fund Reserve on Aging Services Millage Funds
Fund
Balance
12/31/06 $1,723,519 | § 3,314,940 $ 175,641 $ 810,733 $ 85,558 $1,222,054
Fund
Balance
12/31/07 $2,303,533 | $ 2,500,699 $ 200,056 [ $ 1,029,579 $ 85,891 $1,528,062
Net Change $ 580,014 | $( 814,241) $ 24415 | $ 218,846 $ 333 $ 306,008

The General Fund balance increased by $580,014. This is mainly due to greater than anticipated current and
delinquent property tax collections. The Revenue Sharing Reserve Fund balance decreased by $814,241. The
Commission on Aging Fund baiance increased by $24,415. The Emergency Services Fund increased by
$218,846. The Jail Millage fund balance increased by $333. The combined nonmajor funds increased by
$306,008 due mainly to an increase of $170,406 in the Commission on Aging Facility Fund.

General Fund:

The General Fund is the chief operating fund of the County. Unless otherwise required by statue, contractual
agreement or Board policy, all County revenues and expenditures are recorded in the General Fund. As of
December 31, 2007, the General Fund reported a fund balance of $2,303,533. This amount is an increase of
$580,014 from the fund balance of $1,723,519 reported as of December 31, 2006. Of the total fund balance,
$203,523 is reserved, designated or earmarked for specific purposes.

The General Fund 2007 expenditures exceeded 2007 revenues by $181,947 however; the General Fund also

supports the operations of other funds including the Child Care Funds, Friend of the Court, Circuit Court Law
Library Fund, and the Airport Fund.
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Branch County, Michigan
Management’s Discussion and Analysis

December 31, 2007

General Fund Budgetary Highlights:

Branch County’s budget is a dynamic document. Although adopted in December (prior to the start of the year),
the budget is frequently amended during the course of the year to reflect changing operational demands.

Actual General Fund revenue and other financing sources totaled $12,773,060, $121,158 above the final
amended budget. There were some wide variations in individual revenue accounts reflecting the tightening
national and local economy. Significantly, property tax revenue was $217,931 greater than budgeted amounts.

The County's General Fund total expenditures and other financing uses budget was increased by $133,538 (just
slightly more than 1% above the original budget) during 2007. Amendments that increased costs to the general
fund within the year included the wireless communication project between the Sheriff's Department, County
Courts, and the Emergency/@11 Center and increased levels of invoices for autopsies performed by the Medical
Examiner's Office.

Actual County expenditures for 2007 were $521,105 below budget. This is due to several reasons including:

¢ $14,098 less than planned expenditures for costs of professional services.
e $19,206 less than planned expenditures for costs of the District Court.

Revenue Sharing Reserve Fund:

As of the last quarter of 2004, the State eliminated State Shared Revenue payments to Counties. In its place
Counties are allowed to move up the collection of the levied County allocated millage. Part of the early
collection is placed in the Revenue Sharing Reserve Fund. Counties are then allowed to draw down these
funds in lieu of receiving State Shared Revenue payments. As of December 31, 2007, the Revenue Sharing
Reserve Fund reported a balance of $2,500,699, a decrease of $814,241 from the prior year. Of the total fund
balance, all $2,500,699 is undesignatedfunreserved.

Commission on Aging Fund:

The Branch County Commission on Aging through the New Horizons Senior Center provides a variety of health
and recreation services and activities for the betterment of the senior citizens of the County. Funding is received
through sources that include county millage, state and federal grants, and fees and donations generated locally.
As of December 31, 2007, the Commission on Aging Fund reported a balance of $200,056, an increase of
$24,415 from the prior year. Of the total balance, all $200,056 is undesignated/unreserved.

Emergency Services Fund:

Emergency Services Fund includes a 24-hour a day; 7 days a week central dispatch facility as well as the
County's emergency management response. This department answers all emergency and non-emergency calls
for service for police, fire, and EMS in Branch County. The program is primarily funded by a millage. As of
December 31, 2007, the Emergency Services Fund reported a fund balance of $1,029,579, an increase of
$218,846 from the prior year. Of the total fund balance, all $1,029,579 is undesignated/unreserved.
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Branch County, Michigan
Management's Discussion and Analysis

December 31, 2007

CAPITAL ASSETS ADMINISTRATION

Capital Assets - At the end of Fiscal Year 2007, the County had invested $22,960,079 for the primary
government and $13,886,712 for the component units {excluding the Community Health Agency, Road
Commission, and Community Mental Health Services, see separately issued financial statements), net of
accumulated depreciation, in a broad range of capital assels (see table below). Accumulated depreciation was
$19,029,582 for the primary government. Depreciation charges for the fiscal year totaled $1,747,265 for the
primary government and $503,530 for the component units.

Component
Business- Component Unit
Governmental type Unit Board of
Activities Activities Drains Public Works Total

Land $ 1,169,126 3 - $ - $ 1,096,843 $ 2,265,969
Construction in

progress - 146,558 - - 146,558
Land

improvements, net 3,373,760 217,086 - - 3,590,846
Buildings, net 11,473,892 3,080,602 - 2,824,534 17,379,028
Equipment, net 2,835,603 282,052 27,716 190,415 3,335,786
Vehicles, net 381,400 - - - 381,400
Drains, net - - 1,584,914 - 1,584,914
Sewer, net - - - 8,162,290 8,162,290
Capital assets, net $ 19,233,781 $ 3,726,298 $ 1,612,630 $12,274,082 | § 36,846,791

BRANCH COUNTY GOVERNMENT ECONCMIC OUTLOOK.

State revenue sharing has been eliminated due to state budget problems.

Other state and federal revenues and/or grants are stagnant.

Property tax revenue is not rising as rapidiy as in past years.

Foreclosures are at a record high.

Investment earnings are near historically low levels.

Health and dental insurance premiums are rising much faster than the rate of inflation.
Liability insurance premiums are rising much faster than the rate of inflation.

Utility and fuel costs are rising faster than the rate of inflation.

These factors were considered in adopting the Budget for 2008. A usage of $175,000 of the County's limited
fund balance was included to balance the General Fund Budget. The County continues to look for ways to
increase efficiencies and reduce the cost of doing business.

CONTACTING THE COUNTY

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a
general overview of the County’s finances and to demonstrate the County’s accountability for the money it
receives. If there are questions about this report, or a need for additional information, contact the Branch
County Treasurer's Office at (517} 279-4321 or Branch County Administrator's Office at {517) 279-4301.
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Branch County, Michigan
STATEMENT OF NET ASSETS

December 31, 2007

Primary Govemnment

Govemmental  Business-type Component
Activilies Activities Total Units
ASSETS
Current assels
Cash and cash equivalenls $ 1370915 $ 4,413,833 $ 5784748 3 9940419
Investments 5,612,325 2,647,809 8,260,134 3,312,229
Investrnents - restricted - - -0- 1,258,107
Receivables 3,224,215 2,234,052 5,458,267 18,197,384
Inventories 4,181 - 4,181 2,076,751
Prepaid expenses - 88,366 88,366 -
Other cumrent assets - - -0- 855,476
Due from other governmental units 366,350 - 366,350 140,025
Total current assels 10,577,986 9,384,060 19,962,046 35,880,391
Moncurrent assets
Cash and cash equivalents - - -0- 2,326,023
Investments - 787.477 787,477 180,853
Resfricted cash and cash equivalents - 842,535 842,535 -
Restricted investments - 1,961,954 1,961,954 -
Advance to other governmental units 144,000 - 144,000 -
Capital assets not being depreciated 1,169,126 146,558 1,315,684 6,073,508
Capital assels, net of accumulated deprectation 18,064,655 3,579,740 21,644,395 61,168,939
Other noncurrent assets - - -0- 577.477
Total noncurrent assets 19,377,781 7.318,264 26,696,045 70,326,800
TOTAL ASSETS 29,955,767 16,702,324 46,658,091 106,207,191
LIABILITIES
Current liabilities
Accounts payable 189,955 137,816 327,571 2,012,713
Accrued payroll 211,114 125,309 336,423 140,118
Quality assurance supplement tax liabilities - 59,681 59,681 -
Other accrued liabilities 138,752 26,216 164,968 4,233,525
Due to other govermnmental units 7,298 11,029 18,327 405,416
Payable from restricted assets - due to patients - 7,998 7,998 -
Short-term debt - - -0- 11,500
Deferred revenue - - -0- 341,194
Cumrent portion of compensated absences 60,632 197,611 258,243 225,319
Current portion of long-term debt 805,000 - 805,000 1,070,493
Total current liabilities 1,412,751 565,460 1,978,211 8,440,278
Noncurrent liabilities
Deferred revenue 2,582,091 - 2,582,001 -
Advance from other governmental units 34,000 - 34,000 35,000
Noncurrent portion of compensated absences 545,684 154,279 699,063 305,258
Noncurrent portion of long-term debt 7,480,000 - 7,490,000 12,531,975
Other noncurrent liabilities - - -0- 350,000
Total noncurrent liabilities 10,651,775 154,279 10,806,054 13,222 233
TOTAL LIABILITIES 12,064,526 719,739 12,784,265 21,662,511
NET ASSETS
invested in capital assets, net of related debt 10,938,781 3,579,740 14,518,521 53,628,479
Restricted for:
Public safety 85,891 - 85,891 -
Debt service - - -0- 324 131
Other purposes 3,164,457 93,508 3,267,965 1,588,965
Unrestricted 3,702,112 12,309,337 16,011,449 29,003,105
TOTAL NET ASSETS $ 17.891,241 $ 15,982,585 $ 33,873,826 $ 84,544,680

See accompanying notes to finandial statements.




Branch County, Michigan

STATEMENT OF ACTIVITIES

Year Ended December 31, 2007

Program Revenues

Net (Expense) Ravenue and
Changes in Net Assets

Primary Government

Charges for Operating Grants Capital Grants Gavernmental Business-type Campanent
Functions/Programs Expenses Senvicas and Contributions and Contributions Activities Activitias Total Units
Primary governmenl:
Governmental aclivities:
General government 8 6,992,001 3 2,300,208 3 1,443,668 $ 38,289 $ {3200746) $ - $ (3200,746) % -
Public safety 5,014,980 840,496 194,090 - {3,080,394) - (3,980,394) -
Public works 313,655 - - - {313,655) - (313,655) -
Health and welfare 4,007,255 446,257 710,967 375,196 (2,474,835) - (2,474,835) -
Community and economic develapment 171,236 - - - {171,236} - (171,236) -
Recreation and cultural 355,752 366,399 - - 10,647 - 10,647 -
Interest on long-term debt 406,467 168,042 - - (238.425) - (238,425) -
Total governmental activities 17,261,346 4,130,492 2,348,725 413,485 (10,368,644) -0~ {10,368,644) -0-
Business-type aclivities:
Delinquent 1ax revolving 7.207 405,745 - - - 398,538 398,538 -
Medicai care facility 8,883,041 7,956,390 1,027,554 - - 100,803 100,903 -
Jail commissary 92,246 107,198 - - - 14,952 14,852 -
Total business-type activities 8,982,494 8,469,333 1,027,554 -0- -0- 514,393 514,393 -0-
Total primary government § 26,243,840 $ 12,599,825 3 3,376,279 3 413,485 (10,368,644) 514,393 (9,854,251} -0-
Component unils:
Road Commission % 7,261,423 3 2,115,737 3 5,626,317 3 584,864 - - -0- 1,065,495
Branch-Hillsdale-St. Joseph
Communily Haalth Agency 7.775,749 1,205,986 5,602,471 - - - <0- (967,292)
Drainage Districts 537,001 - - 619,404 - - -0- 82,403
Board of Public Warks 1,063,212 459,722 3,024 477,610 - - -0- {122,856}
Communily Health Center 61,138,564 59,206,683 150,443 - - - -0- (1,781,438)
Housing Commission 85,357 - 53,496 - - - -0- {31,861)
Total component units 5 77.861,306 $ 62,988,128 §  11,435751 $ 1,681,878 -0- -0- -0- (1,755,549)
General revenuas:
Property taxes 8,700,878 - 8,700,878 -
Investment earnings 444,076 498,154 942,230 1,104,051
Appropriations - - - 972,202
Cigarette tax - - -0- 50,183
Miscellaneous 674,830 4,435 679,265 439,263
Transfers 635,139 (635,139) -0- -
Total general revenues and fransfers 10,454,923 {132,550) 10,322,373 2,565,699
Change in net assets 86,279 381,843 468,122 810,150
Net assets, beginning of the year 17,804,962 15,600,742 33,405,704 83,734,530
Net assets, end of the year $ 17,891,241 $ 15,982,585 $ 33,873,826 $ 84,544,680

See accompanying notes to financial statements.




Branch County, Michigan
GOVERNMENTAL FUNDS BALANCE SHEET

December 31, 2007

Revenue
Sharing Commission
General Reserve on Aging
ASSETS
Cash and cash equivalents $ (4,001,588) $2,500,609 $ 209,354
Investments 5,612,325 - -
Accounts receivable 4,729 - 5,722
Taxes receivable 621,133 - 915,372
Inventories - - -
Due from other funds - - 5,199
Due from other governmental units -
Local 13,281 - -
Federal/State 179,891 - -
Advances to other funds 30,000 - -
Advances to other governmental units 144,000 - -
TOTAL ASSETS $ 2,603,771 $ 2,500,699 $ 1,135,647
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 125,794 % - $ 9,759
Accrued payroll 159,879 - 9,717
Other accrued liabilities 11,405 - 743
Due to other funds - - -
Due to other governmental units 3,160 - -
Advance from State - - -
Deferred revenue - - 915,372
TOTAL LIABILITIES 300,238 -0- 935,591
FUND BALANCES
Reserved for:
Inventories - - -
Veterans 260 - -
Remonumentation 16,535 - -
SCAAP Grant 12,728 - -
Advances 174,000 - -
Clock tower expenditures - - -
Unreserved
Designated for debt service - - -
Undesignated, reported in:
General fund 2,100,010 - -
Special revenue funds - 2,500,699 200,056
TOTAL FUND BALANCES 2,303,533 2,500,699 200,056
TOTAL LIABILITIES
AND FUND BALANCES $ 2,603,771 $ 2,500,699 $ 1,135,647

See accompanying hotes to financial statements.



Nonmajor Total
Emergency Jail Governmental  Governmental
Services Millage Funds Funds
$ 1,047,063 $ 85,891 $ 1,459,813 % 1,301,232
- - - 5,612,325
10,540 - - 20,991
936,219 605,671 124,829 3,203,224
- - 370 370
- - - 5,199
- - - 13,281
- - 173,178 353,069
- - - 30,000
- - - 144,000
$ 1,993,822 $ 691,562 $ 1,758,190 $ 10,683,691
$ 8,391 $ - $ 41,038 $ 184,982
18,238 - 23,280 211,114
1,395 - 1,782 15,325
- - 5,199 5,199
- - - 3,160
- - 34,000 34,000
936,219 605,671 124,829 2,582,091
964,243 605,671 230,128 3,035,871
- - 370 370
- - - 260
- - - 16,535
- - - 12,728
- - - 174,000
- - 5,710 5,710
- - 320,000 320,000
- - - 2,100,010
1,029,579 85,891 1,201,982 5,018,207
1,029,579 85,891 1,528,062 7,647,820
$ 1,993,822 $ 691,562 $ 1,758,190 $ 10,683,691




Branch County, Michigan

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

December 31, 2007

Total fund balances - governmental funds $ 7,647,820
Amounts reported for the governmental activities in the statement of net assets are different because:

Capitail assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 32,478,085
Accumulated depreciation is (13,244,304)
Capital assets, net 19,233,781

Internal Service Funds are used by management to charge the costs

of certain activities to individual funds. The assets and-liabilities

of the Internal Service Funds are included in the governmental activities
in the Government-wide Statement of Net Assets

Net assets of governmental activities
accounted for in Internal Service Funds 34,383

Long-term liabilities are not due and payable in the current period and
therefore are not reported in the Governmental Funds Balance Sheet.
Long-term liabilities at year-end consist of;

Direct County obligations 8,295,000
Accrued interest payable 123,427
Compensated absences 606,316
(9.024,743)
Net assets of governmental activities $ 17,891,241

See accompanying notes to financial statements.



Branch County, Michigan

Governmental Funds

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Year Ended December 31, 2007

REVENUES

Taxes

Licenses and permits
Intergovernmental
Charges for services
Fines and forfeits
Interest and rents
Other

TOTAL REVENUES

EXPENDITURES

Current
General government
Public safety
Public works
Health and welfare
Community and economic development
Recreation and cultural
Other

Capital outtay

Debt service

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANCES

Fund balances, beginning of year

Fund balances, end of year

See accompanying notes to financial statements.

Revenue

Sharing Commission

General Reserve on Aging
$ 6,251,128 $ - $ 568,596
93,516 - -
921,780 - 95,515
1,979,381 - 163,391
121,347 - -
669,108 90,060 26,783
613,937 - 21,854
10,650,197 90,060 876,139
5,478,028 - -
4,083,865 - -
71,596 - -
603,460 - 902,580
7,505 - -
2,000 - -
391,935 750 -
144,404 - 12,774
49,351 - -
10,832,144 750 915,354
(181,947) 89,310 (39,215)
2,122,863 - 63,630
(1,360,902) {903,551) -
761,961 (903,551) 63,630
580,014 (814,241) 24,415
1,723,519 3,314,940 175,641
$ 2,303,533 $ 2,500,609 5 200,056




Nonmajor Total
Emergency Jail Governmental  Governmental
Services Millage Funds Funds

$ 885,387 572,761 $ 423,005 $ 8,700,877
- - 354,562 448,078

2,981 - 1,851,920 2,872,196
271,848 - 513,957 2,928,577

- - 13,491 134,838

44,079 2,240 83,678 915,948
7,220 - 68,958 711,969
1,211,515 575,001 3,309,571 16,712,483

- - 1,031,154 6,509,182

- 450 437,767 4,522,082

- - - 71,596

989,990 - 1,194,130 3,690,160

- - - 7,505

- - 259,558 261,558

- - - 392,685

24,589 - 141,021 322,788
14,930 - 1,190,410 1,254,691
1,029,509 450 4,254,040 17,032,247
182,006 574,551 (944,469) (319,764)
36,840 - 1,553,267 3,776,600
- {574,218) {302,790) (3,141,461)

36,840 {574,218) 1,250,477 635,139
218,846 333 306,008 315,375
810,733 85,558 1,222,054 7,332,445

$ 1,029,579 85,891 $ 1,528,062 $ 7,647,820




Branch County, Michigan
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended Dec-ember 31, 2007

Net change in fund balances - total governmental funds $ 315,375
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported as expenditures in governmental funds. However, in the

statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay $ 266,128
Depreciation expense (1,402,130)
Net effect of disposal of capital assets (40,956)
Excess of depreciation expense and other items over capital outlay {1,176,958)

Internal service funds are used by management to charge the costs of
certain activities to individual funds.

Net income from governmental activities accounted

for in Internal Service Funds 9,427
Depreciation expense of Internal Service Funds
included in the total above 50
9,477
Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term
liabilities and the borrowings increase long-term liabilities in the statement of net assets.
In the current year, these amounts consist of;
Bond principal and capital lease retirement 832,572
Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:
Decrease in accrued interest payable 15,652
Decrease in accrued compensated absences 90,161
105,813
Change in net assets of governmental activities 5 86,279

See accompanying notes to financial statements.



Branch County, Michigan

Proprietary Funds

STATEMENT OF NET ASSETS

December 31, 2007

ASSETS

Current assets
Cash and cash equivalents
Investments
Accounts receivable
Delinquent taxes receivable
Inventories
Prepaid expenses

Total current assets

Noncurrent assets
Investments
Restricted cash and cash equivalents
Restricted investments
Capital assets not being depreciated

Capital assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities
Accounts payable
Accrued payroll
Other accrued liabilities
Quality assurance supplement tax liabilities
Due to other governmental units

Payable from restricted assets - due to patients

Current portion of compensated absences
Total current liabilities

Noncurrent liabilities
Advance from other funds

Noncurrent portion of compensated absences

Total noncurrent liabilities

TOTAL LIABILITIES

Business-type

Nonmajor
Delinquent Medical Enterprise
Tax Care Fund (Jail
Revolving Facility Commissary)
$ 1,829,328 $ 2,542,424 $ 42,081
2,543,733 104,076 -
- 746,418 -
1,487,634 - -
- 88,366 -
5,860,695 3,481,284 42,081
787,477 - -
- 842,535 -
- 1,861,854 -
- 146,558 -
- 3,579,740 -
787,477 6,530,787 -0-
6,648,172 10,012,071 42,081
928 132,596 4,092
- 125,309 -
- 26,216 -
- 58,681 -
11,029 - -
- 7,998 -
- 197,611 -
11,957 549,411 4,092
- 154,279 -
-0- 154,279 -0-
11,957 703,690 4,092




Governmentat

Activities Activities
Internal
Service

Total Funds
% 4,413,833 5 69,683
2,647,809 -
746,418 -
1,487,634 -
-0- 3,811
88,366 -
9,384,060 73,494
787,477 -
842,535 -
1,961,954 -
146,558 -
3,579,740 -
7,318,264 -0-
16,702,324 73,494
137,616 4,973
125,309 -
26,216 -
59,681 -
11,029 4138
7,998 -
197,611 -
565,460 9,111
-0- 30,000
154,279 -
154,279 30,000
719,739 39,111

-10 -



Branch County, Michigan
Proprietary Funds
STATEMENT OF NET ASSETS - CONTINUED

December 31, 2007

Business-type

Nonmajor

Delinquent Medical Enterprise

Tax Care Fund (Jail
Revolving Facility Commissary)

NET ASSETS

Invested in capital assets, net of related debt 3 - $ 3,579,740 $ -
Restricted for tax administration 65,250 - -
Restricted for memorials - 28,258 -
Unrestricted 6,570,965 5,700,383 37,989
TOTAL NET ASSETS $ 6,636,215 $ 9,308,381 % 37,989

See accompanying notes to financial statements.
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Governmental

Activities Activities

Internal

Service

Total Funds

$ 3,579,740 % -
65,250 -
28,258 -
12,309,337 34,383
$ 15,982,585 $ 34,383

-12-



Branch County, Michigan
Proprietary Funds
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

Year Ended December 31, 2007

Business-type

Nonmajor

Delinquent Medical Enterprise

Tax Care Fund (Jail
Revolving Facility Commissary)

OPERATING REVENUES

Sales $ - % 2994 § 107,198
Interest on taxes 266,679 - -
Charges for services 119,672 7,849,413 -
Other 19,394 103,983 -

TOTAL CPERATING REVENUES 405,745 7,956,390 107,198

COPERATING EXPENSES

Personal services - 4,733,133 -
Fringe benefits - 1,132,598 -
Operating supplies - 594,866 91,961
Contractual services - 730,564 -
Depreciation - 335,961 -
Other 7,207 561,763 285

TOTAL OPERATING EXPENSES 7,207 8,088,885 92,246

CPERATING INCOME {LOSS) 368,538 (132,495) 14,952

NONOPERATING REVENUES {(EXPENSES)

Interest revenue 271,731 226,423 -
Quality assurance supplement tax revenue - 1,027,554 -
Quality assurance supplement tax expense - {703,991) -
Maintenance of effort - (89,087) -
Memorial revenue - 4,435 -
Memorial expense - {1,078) -

TOTAL NONOPERATING

REVENUES (EXPENSES) 271,731 464,256 -0-
INCOME BEFORE TRANSFERS 670,269 331,761 14,952
TRANSFERS OUT ~ {635,139) - -
CHANGE IN NET ASSETS 35,130 331,761 14,952

Net assets, beginning of year 6,601,085 8,976,620 23,037

Net assets, end of year $ 6,636,215 $ 9,308,381 3 37,989

See accompanying notes to financial statements.
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Governmental

Activities Activities

Internal

Service

Total Funds

3 110,192 $ -
266,679 -
7,969,085 74,261
123,377 -
8,469,333 74,261
4,733,133 -
1,132,598 64,021
686,827 -
730,564 -
335,961 50
569,255 1,880
8,188,338 66,031
280,995 8,230
498,154 1,197
1,027,554 -
{703,991} -
{89,087} -
4,435 -
(1,078) -
735,987 1,197
1,016,982 9,427
{635,139) -
381,843 9,427
15,600,742 24,956

$ 15,982,585 3 34,383

-14 -



Branch County, Michigan

Proprietary Funds

STATEMENT OF CASH FLOWS

Year Ended December 31, 2007

Business-type

Nonmajor
Delinquent Medical Enterprise
Tax Care Fund (Jail
Revolving Facility Commissary)
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers 5 147,664 $ 7,966,756 3 107,198
Cash paid to suppliers {1,673) (2,034,085) (94,265)
Cash paid for employee benefits - (1,132,598) -
Cash paid to employees - (4,708,128} -
NET CASH PROVIDED BY
OPERATING ACTIVITIES 145,991 91,945 12,933
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Maintenance of effort - {89,087) -
Memorial revenue - 4,435 -
Memorial expense - {1,078) -
Transfers out (635,139) - -
Advance from other fund - - -
Quality assurance supplement tax revenue - 1,027,554 -
Quality assurance supplement tax expense - {703,991) -
NET CASH PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES (635,139) 237,833 -0-
CASH FLOW FROM CAPITAL AND
RELATED FINANCING ACTIVATES
Capital acquisitions - (216,570) -
Sale of capital assets - 61,259 -
NET CASH {(USED} BY CAPITAL AND
RELATED FINANCING ACTIVATES -0- (155,311) -0-
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments {3,331,210) (2,066,030) -
Maturity of investments 3,563,375 2,488,958 -
Interest revenue 271,731 226,423 -
NET CASH PROVIDED BY
INVESTING ACTIVITIES 503,896 649,351 -0-
NET INCREASE IN CASH
AND CASH EQUIVALENTS 14,748 823,818 12,933
Cash and cash equivalents, beginning of year 1,814,580 2,561,141 29,148
Cash and cash equivalents, end of year $ 1,829,328 $ 3,384,959 3 42,081

See accompanying notes to financial statements.
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Governmental

Activities Activities
Internal
Service
Total Funds
$ 8,221,618 $ 74,261
(2,130,023) (1,960)
(1,132,598) (59,048)
(4,708,128) -
250,869 13,253
(89,087) -
4,435 -
(1,078) -
(635,139) -
-0- 20,000
1,027,554 -
{703,991) -
(397,306) 20,000
{216,570) -
61,259 -
(155,311) -0-
{5,397,240) -
6,052,333 -
498,154 1,197
1,153,247 1,197
851,499 34,450
4,404,869 35,233
$ 5,256,368 $ 69,683

-16 -



Branch County, Michigan

Proprietary Funds

STATEMENT OF CASH FLOWS - CONTINUED

Year Ended December 31, 2007

Reconciliation of operating income (loss) to net
cash provided by operating activities
Operating income (loss)
Adjustments to reconcile operating (loss)
to net cash provided by operating activities
Depreciation
Decrease in accounts receivable
(Increase) in delinquent taxes receivable
{Increase) in prepaid expenses
Increase {decrease) in accounts payable
Increase in accrued payroll
Increase in other accrued liabilities
(Decrease) in quality assurance supplement
tax liabilities
increase (decrease) in due to other
governmental units
{Decrease) in due to patients

NET CASH PROVIDED BY
OPERATING ACTIVITIES

See accompanying notes to financial statements.
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Business-type

Nonmajor
Delinquent Medical Enterprise
Tax Care Fund (Jail
Revolving Facility Commissary)
$ 398,538 $ (132,495 § 14,952
- 335,961 -
- 10,366 -
(258,081) - -
- {14,054) -
100 (22,604) (2,019)
- 25,005 -
- 21,261 -
- (107,860) -
5,434 {20,724) -
- (2,911) -
$ 145991 $ 91,945 $ 12,933




Governmental

Activities Activities

Internal

Service

Total Funds

$ 280,995 $ 8,230
335,961 50
10,366 -
(258,081) -
(14,054) -
{24,523) 4,973
25,005 -
21,261 -
{107,860) -
(15,290) -
(2,911) -
$ 250,869 $ 13,253
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Branch County, Michigan
Fiduciary Funds
STATEMENT OF NET ASSETS

December 31, 2007

Agency Pension
Funds Fund
ASSETS
Cash $ 1,125,560 $ -
Investments - 34,748,120
TOTAL ASSETS $ 1,125,560 $ 34,748,120
LIABILITIES
Undistributed collections payable $ 407 $ -
Defendant bonds payable 171,310 -
Due to other governmental units
Federal/State 45,063 -
Local 826,082 -
Due to individuals and agencies 82,608 -
TOTAL LIABILITIES $ 1,125,560 -0-
NET ASSETS
Held in trust for pension benefits 34,748,120
TOTAL LIABILITIES AND NET ASSETS $ 34,748,120

See accompanying notes to financial statements.
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Branch County, Michigan
Pension Trust Fund
STATEMENT OF CHANGES IN PLAN NET ASSETS

Year Ended December 31, 2007

ADDITIONS
Investment income
Interest and dividends
Net increase in fair value of investments
Net investment income
Contributions
Employer
Employee
Total contributions
Total additions
DEDUCTIONS
Benefit payments
Administrative expenses
Total deductions

CHANGE IN NET ASSETS

NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
Beginning of year

End of year

See accompanying notes to financial statements.
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Pension
Fund

$ 2,002,744

226,955

2,229,699

472,667

999,009

1,471,676

3,701,375

1,615,015
87,854

1,702,869

1,998,506

32,749,614

$ 34,748,120



ASSETS

Current assets

Cash and cash equivalents

Investments

Investments - restricted

Receivables
Inventories

Due from other governmental units
Other current assets

Total current assets

Noncurrent assets

Cash and cash equivalents

Investments

Capital assets not being depreciated

Branch County, Michigan

Component Units

COMBINING STATEMENT OF NET ASSETS

December 31, 2007

Capital assets, net of accumulated depreciation

Other noncurrent assets

Total noncurrent assets

TOTAL ASSETS

LIABILITIES

Current liabilities

Accounts payable
Accrued payroll

Other accrued liabilities
Due to other governmental units

Short-term debt
Deferred revenue

Current portion of compensated absences
Current portion of long-term debt

Total current liabilities

Noncurrent liabilities
Advance from other governmental units
Noncurrent portion of compensated absences
Noncurrent portion of long-term debt

Other noncurrent liabilities

Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS

Invested in capital assets, net of related debt
Restricted for:

Specific purposes
Debt service

Unrestricted

TOTAL NET ASSETS
See accompanying noles to financial statements.
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Branch-Hillsdale-

St. Joseph Community

Road Community Health

Commission Health Agency Center
$ 171,852 3 1,145,777 $ 6,670,947
- - 3,312,229
- - 1,258,107
923,457 235,637 10,560,254
561,160 187,604 1,300,834
- 135,887 -
- 97,635 857.841
1,656,469 1,802,440 23,960,212
- - 2,326,023
- - 180,853
3,383,335 - 1,593,330
26,203,262 12,867 22,162,941
- - 577477
29,586,597 12,867 26,840,624
31,243,066 1,815,307 50,800,836
404,820 181,957 1,421,890
- 137,782 -
82,132 17,761 4,082,791
296,416 - -
57173 284,021 -
48,000 177,319 -
74,522 - 590,459
963,063 798,840 6,095,140
255,245 50,013 -
32,799 - 8,284 852
- - 350,000
288,044 50,013 8.634,852
1,251,107 848,853 14,729,992
29,479,276 12,867 14,880,960
- - 1,688,965
512,683 953,587 19,600,919
$ 29,991,959 $ 066,454 $ 36,070,844




Total

Drainage Board of Housing Component
Districts Public Works Commission Units

817,069 $ 1,102,340 $ 32,434 5 9,940.419
- - - 3,312,229
- - - 1,258,107
783,047 5,687,772 7.317 18,197,384
27,153 - - 2,076,751
4,138 - - 140,025
- - - 955,476
1,631,407 6,790,112 39,751 35,880,391
- - - 2,326,023
- - - 180,853
- 1,096,843 - 6,073,508
1,612,630 11,177,239 - 61,168,939
- - - 577,477
1,612,630 12,274,082 -0- 70,326,800
3,244,037 19,064,194 39,751 106,207,191
279 3,767 - 2,012,713
- 2,336 - 140,118
23,852 26,989 - 4,233,525
109,000 - - 405,416
11,500 - - 11,500
- - - 341,194
- - - 225,319
139,280 266,232 - 1,070,493
283,911 299,324 -0- 8,440,278
- 35,000 - 35,000
- - - 305,258
208,303 4,006,021 - 12,531,975
- - - 350,000
208.303 4,041,021 -0- 13,222,233
492,214 4,340,345 -0- 21,662,511
1,253,547 8,001,829 - 53,628,479
- - - 1,588,965
324,131 - - 324,131
1,174,145 6,722,020 39,751 29,003,105
2,751,823 $ 14,723,849 3 39,751 3 84,544,680
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The County of Branch, Michigan was incorporated in 1829, and covers an area of approximately 528 square miles
with the County seat located in the City of Coldwater. The County operates under an elected Board of
Commissioners and provides services to its more than 41,500 residents in many areas including law enforcement,
administration of justice, community enrichment and development, and human services.

The financial statements of the County have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) as applied to County governments. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The County does not apply the Financial Accounting Standards
Board's Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins
of the Committee of Accounting Procedures issued after November 30, 1989. The County's more significant
accounting policies are described below.

1. Financial Reporting Entity

As required by accounting principles generally accepted in the United States of America; GASB Statement No. 14,
The Financial Reporting Entity (as amended by GASB Statement No. 39); and Statement on Michigan
Governmental Accounting and Auditing No. 5, these financial statements present the financial activities of Branch
County (primary government) and its component units. The component units described in Sections 2, 3, and 4
below should be included in the County's reporting entity because of the significance of their operational or
financial relationship with the County. Blended component units, although legally separate entities, are in
substance part of the County's operations, so data from these units are combined with data of the primary
government. Discretely presented component units, on the other hand, are reported in a separate column in the
government-wide financial statements to emphasize that they are legally separate from the County.

2. Blended Component Units

The Branch County Building Authority is governed by a four (4) member Board appointed by the County Board of
Commissioners. Although it is legally separate from the County, the Branch County Building Authority is reported
as if it were part of the {blended) primary government because its sole purpose is to finance and construct the
County's public buildings.

3. Discretely Presented Component Units

These component units are reported in a separate column to emphasize that, while legally separate, Branch
County remains financially accountable for these entities, or the nature and significance of the relationship
between these entities and Branch County is such that exclusion of these entities would render the financial
statements misleading or incomplete.

The Branch County Road Commission maintains local, state, and federal trunklines within Branch County. The
Road Commission operations are financed primarily from the State distribution of gas and weight taxes, federal
financial assistance, and contributions from other local governmental units within the County. The three (3)
member Board of Road Commissioners are appointed by the Branch County Board of Commissioners. The Road
Commission is financially accountable to the County due to all general long-term debt issuances excluding capital
lease purchase agreements require County authorization. This component unit is audited individually and the
financial statements of the Branch County Road Commission may be obtained from the administrative office of the
Road Commission located at 23 E. Garfield, Coldwater, M| 49036, or from the Branch County Clerk's Office
located within the County Government Complex.
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

3. Discretely Presented Component Units - continued

The Branch County Board of Public Works (BPW) is a seven (7} member Board comprised of the Drain
Commissioner and six {6) members appointed by the County Board of Commissioners. The BPW Board
establishes policy and reviews operations of the BPW for the County Board of Commissioners. The BPW can
acquire, improve, operate, and maintain water and sewage disposal systems for local units of government and has
the responsibility of administering the various local unit public works construction projects and the associated debt
service funds under the provision of Act 185 of the Public Acts of 1957. The Board of Public Works is financially
accountable to the County because all general obligation bond issuances require County authorization and are
backed by the full faith and credit of the County.

The Branch County Drainage Districts come under the jurisdiction of the Branch County Drain Commissioner. This
includes planning, developing, and maintaining surface water drainage systems. A complete file of finance,
construction, and maintenance is maintained for each of the drains. The Drain Commissioner has authority to
spend up to $2,500 per mile on drain maintenance and may borrow up to $300,000 from any source to provide for
maintenance of a drain without Board of Commissioner approval and without going through the Local Audit and
Finance division, State of Michigan. The Drain Commissioner has autherity to levy special assessments on
properties benefiting from maintenance. The Drainage Districts are financially accountable to the County because
bond issuances greater than $300,000 require County authorization and are backed by the full faith and credit of
the County.

The Community Health Center (Hospital) was established by the County Board of Commissioners pursuant to
provisions of Public Act 230, 1987. The corporation is managed by a nine (9) member Board of Trustees
appointed by the County Board of Commissioners. Trustees can be removed by a majority vote of the County
Board of Commissioners. The Board of Trustees may not sell, transfer, mortgage, or encumber any real estate
without approval by the County Board of Commissioners. County Board of Commissioner approvat is required for
single capital expenditures in excess of $500,000; incurrence of long-term indebtedness or refinancing of short-
term indebtedness; sale, lease, transfer, exchange or other disposition of non-real estate assets in excess of
$1,000,000; and contracts with a hospital management corporation and others. The Hospital provides a short-term
acute-care facility offering in-patient and outpatient health care services primarily to citizens of Branch County.
This Component Unit is audited individually and complete financial statements of the Hospital may be obtained
from the administrative office of the Hospital located at 274 E. Chicago Street, Coldwater, MI 49036, or from the
Branch County Clerk's Office located within the County Government Complex.

The Economic Development Corporation {EDC), which was established pursuant to the provisions of Public Act
338 of 1974, as amended, is governed by a nine (9) person Board of Directors appointed by the County Board of
Commissioners. The EDC may not issue debt without the County's approval. The Economic Development
Corporation had no assets or liabilities as of December 31, 2007.

The Branch County Housing Commission was established in 1913, pursuant to the county road law (MCL 224.1).
The Housing Commission is administered by a three (3) member Board appointed by the Branch County Board of
Commissioners. Its sole purpose is to rehabilitate and make safe inhabited dwellings existing in the County of
Branch. The Branch County Board of Commissioners approves all grants received by the Housing Commission.
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

4, Joint Venture

The Branch-Hillsdale-St. Joseph Community Health Agency is a joint venture between Branch, Hillsdale, and St.
Joseph Counties, and was established to provide public health services. The Community Health Agency Board
has representation and provides services to Branch, Hillsdale, and St. Joseph Counties. Each County provides
annual appropriations and passes through the statutory amounts of cigarette tax funding to subsidize operations.
The current funding formula approved by the District Health Board requires Branch, Hilisdale, and St. Joseph
Counties to provide 30, 30, and 40 percent, respectively. In addition, the treasury function for the District Health
Department rests with the Branch County Treasurer. For this reason, the Community Health Agency is discretely
presented in the Branch County financial statements. This compenent unit is audited individually and financial
statements are issued under separate cover. The Branch-Hilisdale-St. Joseph Community Health Agency
activities are reported on a fiscal year-end of September 30, 2007.

The financial statements of the Community Health Agency maybe obtained from the administrative office of the
Agency located at 570 N. Marshall Road, Coldwater, Michigan 49036.

5. Related Organizations

Branch County in conjunction with the City of Coldwater entered into an agreement to create the Branch District
library. The District is a legally separate organization established to provide library services to residents of Branch
County. On August 1991, voters approved a special mileage to fund the District Library.

The District consists of the entire geographic area of Branch County. It is governed by a seven (7) member Board,;
two (2) appointed by the City and five (5) appointed by the County. The County's accountability does not extend
beyond this representation and making these appointments. The Board is empowered to propose and levy upon
approval of the electors a tax for support of the District Library. It may also borrow money and issue bonds
pursuant to the District Library Financing Act 265 of 1988. The District Library indemnifies and holds harmless the
participating municipalities from all claims and liabilittes. The County does levy a tax for the District; however, the
County does not hold title to any of the District's assets, nor does it have rights to any surpluses or responsibility to
finance any deficits of the District.

Branch County, in conjunction with four {4) other Counties, has entered into an agreement that created the Regicn
Eight Substance Abuse Agency. This organization's Board is composed solely of the Kalamazoo County Board of
Commissioners who handles all oversight functions of the Agency. The County's financial responsibility is to pass
through 50% of the Convention and Tourism revenues received to the Commission. For the year ended
December 31, 2007, the County did not pass any funds through.

The Branch Area Transit Authority (BATA) was established as a legally separate organization pursuant to Public
Act 196 of 1986. The incorporating subdivisions include the City of Coldwater, Villages of Quincy, Sherwood and
Union City, and Branch County.

The Authority is governed by an eight (8) person Board of Directors, three {3) selected by Branch County, two (2)
by the City of Coldwater, and one (1) each by each of the Villages within the County. The County's accountability
does not extend beyond this representation and making these appointments. The Board maintains its own
accounting system; may employ a manager or executive director; adopt rules, regulations, and policies governing
employees, property, and facilities; prepares an annual financial report; and adopts by-laws, policies, and
procedures deemed necessary for conduct of business. The Authority is financed through grants from Federal and
State government, fees from riders, contract users, contributions from governmental entities and other. The
Authority currently receives a voter approved tax levy. The County does levy a tax for the Authority; however, the
county does not hold title to any of the Authority's assets, nor does it have rights to any surpluses or responsibility
to finance any deficits of the Authority.
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

6. Jointly Governed Organizations

Branch County, in conjunction with five (5) other Counties, has entered into an agreement that created the
Southcentral Michigan Planning Commission. This organization's Board is composed of 12 members, of which
one (1) is appointed by Branch County. The County’s financial responsibility is to contribute a pro rata share of
“local match” funds based on the proportion of State equalized valuation. For the year ended December 31, 2007,
the County's contribution to the Commission was $0.

Branch County, in conjunction with two (2) other Counties, has entered into a Joint Workforce Development
Agreement for purposes of detailing and designating functions and responsibilities related to administration of job
training and workforce development programs. Another agreement was also entered into to establish the Chief
Elected Officials Board {CECB), for which Branch County appoints two (2) of the seven (7) members, and also the
Workforce Development Board (WDB), who are appointed by the CEOB.

These agreements also designate the Calhoun County Intermediate School District as “grant recipient” and
"administrative entity” for operation of these programs. The District receives all related funding from State and
Federal grants and, as a result, the County has no financial responsibility. The District is also fully responsible and
indemnifies the County from potential liability for disallowed costs.

7. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of activities {the government-wide statements) present information
for the primary government and its component units as a whole. All nonfiduciary activities of the primary
government are included (i.e., fiduciary fund activities are not included in the government-wide statements). For
the most part, interfund activity has been eliminated in the preparation of these statements. Governmental
activities, which normaily are supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.

The statement of activities presents the direct functional expenses of the primary government and its component
units and the program revenues that support them. Direct expenses are specifically associated with a service,
program, or department and are therefore clearly identifiable to a particular function. Program revenues are
associated with specific functions and include charges to recipients of goods or services and grants and
contributions that are restricted to meeting the operational or capital requirements of that function. Revenues that
are not required to be presented as program revenues are general revenues. This includes all taxes, interest, and
unrestricted State revenue sharing payments and other general revenues and shows how governmental functions
are either self-financing or supported by general revenues.

FUND FINANCIAL STATEMENTS

The fund financial statements present the County's individual major funds and aggregated nonmajor funds.
Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded frem the government-wide financial statements. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

The major funds of the County are:

a. The General Fund is the County's primary operating fund. It accounts for all financial resources of the general
government except for those that are required to be accounted for in another fund.

b. The Revenue Sharing Reserve Fund was established in 2004 to account for the shift of State Revenue
Sharing dollars from State to local funding.
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

7. Basis of Presentation - continued

FUND FINANCIAL STATEMENTS - CONTINUED

¢. The Commission on Aging Fund accounts for the money used for planning and coordinating services for
senior citizens.

d. The Emergency Services Fund is used to account for expenditures incurred related to emergency services
that are financed primarily through property taxes, state and federal grants, and user charges.

e. The Jail Millage Fund is used to account for financial resources generated through a tax levy for the purpose of
operating, renovating, equipping and furnishing the jail and law enforcement facility.

f. The Medical Care Facility Fund is used to report activities related to providing long-term care services to
County residents. These activities are financed primarily by user charges {Medicaid, Medicare, private, etc.).

g. The Delinquent Tax Revolving Fund accounts for money advanced by the County to other local taxing units
and various county funds to pay for their delinquent real property taxes. Revenues are generated by the
collection of the delinquent real property taxes, penalties, and interest.

8. Measurement Focus

The government-wide, proprietary, and the pension fiduciary fund financial statements are presented using the
economic resources measurement focus, similar to that used by business enterprises or not-for-profit
organizations. Because another measurement focus is used in the governmental fund financial statements,
reconciliations to the government-wide statements are provided that explain the differences in detail.

All governmental funds are presented using the current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheet.
Operating statements of these funds present increases {i.e., revenues and other financing sources) and decreases
(i.e., expenditures and other financing uses) in net current assets.

There is no measurement focus for agency fiduciary funds since assets equal liabilities.

9. Basis of Accounting

Basis of accounting refers to when revenues and expenditures/expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of the measurements made
regardless of the measurement focus applied.

All governmental funds are accounted for using the modified accrual basis of accounting. Under this method,
revenues are recognized when they become susceptible to accrual {when they become both "measurable” and
"availabie to finance expenditures of the current period”). The length on time used for “available” for purposes of
revenue recognition in the governmental fund financial statements is 60 days. Revenues that are considered
measurable but not available are recorded as receivable and deferred revenue. Significant revenues susceptible
to accrual are property taxes, special assessments, and certain intergovernmental revenues. Expenditures are
generally recognized under the modified accrual basis of accounting when the related fund liability is incurred,
except for interest on long-term debt which is recorded when due.

All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are recognized when
they are earned, and their expenses are recognized when they are incurred.
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Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

9. Basis of Accounting - continued

Private-sector standards of accounting and financial reporting issued to December 1, 1989, generally are followed
in both the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also have the
option of following subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to this same limitation. The County has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services and producing and delivering geods in connection with a
proprietary fund's principal ongoing operations. The principal operating revenues of the Enterprise Funds are
charges to customers for sales and services. Operating expenses for enterprise funds include the costs of sales
and services, administrative expenses, and other costs of running the activity. All revenues and expenses not
meeting this definition are reported as non-operating revenues and expenses. Ifiwhen both restricted and
unrestricted resources are available for use, it is the County's policy to use restricted resources first, then
unrestricted resources as they are needed.

10. Cash and Cash Equivalents

The County pools cash resources of various funds in order to facilitate the rmanagement of cash. Cash applicable
to a particular fund is readily identifiable. The balances in the pooled cash accounts are available to meet current
operating requirements. Cash in excess of current requirements is invested in various interest bearing securities
and disclosed as part of the County's investments. Cash equivalents consist of temporary investments in
certificates of deposit, money markets, and investment trust funds with an original maturity of 90 days or less. The
investment trust funds have the general characteristics of demand deposit accounts in that the County may deposit
and withdraw additional cash at any time without prior notice or penalty.

11. Investments

Investments are reported at cost, which approximates fair value, except for the Pension securities, which are
reported at fair value. Investments consist of Pension Fund securities, certificates of deposit, municipal bonds,
commercial paper, and U.S. Government Securities with an originat maturity of over 90 days.

12. Receivables

Receivables consist of amounts due from governmental units for various financial assistance programs and
accounts receivable related to charges for services.

13. Inventories

The cost of inventory items in the primary government governmental funds is recorded as an expenditure at the
time of purchase.

Inventories in the Plat Books (Special Revenue) Fund consist of plat books, Revolving Drain Equipment (Internal
Service) Fund consist of materials and drain tiles, and Regular Drain (Component Unit Capital Project} Fund
consists of materials and culvert. These items are valued at cost on a first-inffirst-out basis.

Inventory in the Road Commission (component unit) consists of various operating parts, supplies, and road
material, and the cost is recognized using the consumption method {inventories recorded as expenditures when
they are used). Inventories are stated at average cost determined on a first-in, first-out method, except for road
materials, which are determined on the average cost method, and are not in excess of fair value.
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NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

14. Resiricted Assets

Certain revenues and resources in the proprietary fund types are classified as restricted assets on the balance
sheet because their use is limited. The restricted assets of the County reported in the Medical Care Facility Fund
represent accumulated funds required to be used for capital acquisitions by action of the Depariment of Human
Services Board, and patient trust deposits. The Community Health Center (component unif) holds restricted
investments that were restricted by the deonor for specific purposes.

15. Capital Assels

PRIMARY GOVERNMENT AND COMPONENT UNITS - DRAINAGE DISTRICTS AND BOARD OF PUBLIC
WORKS

Capital assets include land, buildings, equipment, and vehicles and are recorded (net of accumulated depreciation,
if applicable) in the government-wide financial statements under the governmental activities and component unit
columns. Capital assets are those with an initial individual cost of $5,000 or more and an estimated useful life of
more than one year. Capital assets are not recorded in the governmental funds. lnstead, capital acquisition and
construction are reflected as expenditures in governmental funds, and the related assets are reported in the
government-wide financial statements. All purchased capital assets are valued at cost where histerical records are
available and at an estimated historical cost where no historical records exist. Donated capital assets are valued
at their estimated fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Buildings and improvements 5- 50 years
Equipment and furniture 3 - 20 years
Vehicles 3 -5vyears
Drain infrastructure 40 years
Sewer systems 40 - 50 years

ROAD COMMISSION - COMPONENT UNIT

Capital assets, which include property, equipment and infrastructure assets (roads, bridges and similar items), are
reported in the government-wide financial statements (statement of net assets and statement of changes in net
assets). Capital assets are defined by the Branch County Road Commission as assets with an initial individual
cost of more than $1,000 and with an estimated life in excess of two years. Such assets are recorded at historical
cost or estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date donated.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized.

Capital assets are recorded as capital expenditures at the time of purchase in the fund financial statements and
are subsequently capitalized cn the government-wide statements.

The Uniform Accounting Procedures prescribed for Michigan County Read Commissions provide for recording
depreciation in the General Operating Fund as a charge to various expense accounts and a credit to the
depreciation contra expense account. Accordingly, the annual depreciation expense does not affect the available
operating fund balance of the General Cperating Fund.
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NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCQUNTING
POLICIES - CONTINUED

15. Capital Assets - continued

ROAD COMMISSION - COMPONENT UNIT - CONTINUED

Depreciation is recorded over the estimated useful lives (ranging from five to forty years) of the assets, using the
sum-of-years digits method for road equipment and straight-line method for all other capital assets and
infrastructure as follows:

Buildings and improvements 40 years
Equipment 5-10 years
Infrastructure 8- 50 years

BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY - COMPONENT UNIT

Capital assets include equipment and land improvements and are recorded (net of accumulated depreciation, if
applicable) in the government-wide financial statements. Capital assets are those with an initial individual cost of
$1,000 or more, with estimated useful lives of more than one year. Capital assets are not recorded in the
governmental fund. Instead, capital acquisitions are reflected as expenditures in the governmental fund, and the
related assets are reported in the government-wide financial statements. All purchased capital assets are valued
at cost where historical records are available and at an estimated historical cost where ne historical records exist.
Donated capital assets are valued at their estimated fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Land improvements 7 years
Equipment 4 -10 years

The Agency has no assets that would be classified as infrastructure assets.
COMMUNITY HEALTH CENTER - COMPONENT UNIT
Property and equipment are recorded at cost. Donations of property and equipment are recorded at fair market

value at the date of donation. Depreciation is computed on the straight-line basis over the estimated useful lives of
the assets. Costs of maintenance and repairs are charged to expense when incurred.

Land and improvements 3-25years
Buildings and improvements 10 - 40 years
Furniture, fixtures, and equipment 6 - 20 years

16. Long-Term Obligations

Long-term debt and other long-term obligations are recognized as a liability in the government-wide financiai
statements and proprietary fund types when incurred. The portion of those liabilities expected to be paid within the
next year is a current liability with the remaining amounts shown as long-term.

Long-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumulated in a Debt Service Fund for payment early in the following year. For other long-term obligations, only
that portion expected to be financed from expendable available financial resources is reported as a fund liability of
a governmental fund.
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NOTE A: DESCRIPTION OF COUNTY CPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

17. Advances to Other Governmental Units

Long-term advances from the primary government to component units are made to finance new activities during
their initial operations and to finance capital acquisitions. The applicable fund balance is reserved in the fund
financial statements for such advances to reflect the amount of fund balance not currently available for
expenditure.

18. Accrued Compensated Absences

In accordance with the County personnel policies and/or contracts negotiated with the various employee groups of
the County, individual employees have vested rights upon termination of employment to receive payment for
unused vacation and sick leave under formulas and conditions specified in the respective personnel policies and/or
contracts.

Vested vacation and sick leave earned as of December 31, 2007, including related payroil taxes, is recorded in the
government-wide financial statements.

19. Deferred Revenue

Deferred revenue consists of amounts related o long-term special assessment tax receivables recorded at the
fund level that are not available to finance current period expenditures and are therefore deferred.

20. Interfund Transactions

During the course of normal operations, the County has numerous transactions between funds, including
expenditures and transfers of resources to provide services, construct assets, and service debt. The
accompanying financial statements generally reflect such transactions as transfers. Transfers between
governmental or proprietary funds are netted as part of the reconciliation to the government-wide financial
statements.

21. Budgets and Budgetary Accounting

Budgets are adopted on a basis consistent with the modified accrual basis used to reflect actual results in the Fund
financial statements. This basis is consistent with accounting principles generally accepted in the United States of
America. Annual appropriated budgets are adopted for all required governmental fund types. The County
employs the following procedures in establishing budgets:

a. Prior to August 1, the County Finance Committee prepares and submits their proposed operating budgets for
the calendar year commencing the following January 1. The operating budgets include proposed expenditures
and resources to finance them.

b. A Public Hearing is held to obtain taxpayers’ comments.

¢. Prior to December 31, the budgets are legally enacted through passage of an annual budget resolution.

d. The budgets are legally adopted at the activity level for the Generai Fund and the fund level for the Special
Revenue funds. Budgetary transfers between funds, amendments to total fund budgets or salary, fringe
benefits, contracts, and capital outlay lines and transfers of greater than $10,000 are not permitted without
Board approval. For control purposes, all funds’ budgets are maintained at the activity and account level.

e. Budgets for certain Capital Projects Funds are made on a project basis spanning mere than one year.

-32-



Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A: DESCRIPTION OF COUNTY OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - CONTINUED

21. Budagets and Budgetary Accounting - continued

f. The County does not employ encumbrance accounting as an extension of formal budgetary integration in the
governmental funds. All unexpended appropriations lapse at year-end.

g. Budgeted amounts are reported as originally adopted or as amended by the Board of Commissioners during
the year. Individual amendments were not material in relation to the original appropriations that were adopted.

22. Federal Programs

Federal Programs are accounted for in the funds to which the programs pertain. The County has not integrated its
Single Audit Reports and financial data as part of the financial statements. The Single Audit reports and financial
data will be issued under separate cover as supplementary information to the financial statements.

23. Comparative Data

Comparative data for the prior year has not been presented in the accompanying financial statements since the
inclusion of comparative data would make the statements unduly complex and difficult to read.

NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS

The County utillizes various pooled cash accounts and investments for approximately forty (40) funds.” The
County's pooled cash and investments consist of a common checking account, money markets, savings,
certificates of deposit, commercial paper, banker's acceptances, and investment trust funds.

The County's pooled cash and investments are utilized by the General Fund, Special Revenue Funds, Capital
Project Funds, Enterprise Funds (except for the Delinquent Tax Revolving Funds), Internal Service Fund, Trust
and Agency Funds, and Component Unit Funds. Each fund's portion of these pooled accounts is included in the
cash, cash equivalents, and investments captions on the combined balance sheet and statement of net assets.

The other funds of the County utilize separate savings and interest bearing checking accounts. In addition,
certificates of deposit and investment trust funds are separately held by several of the County's funds.

In accordance with Michigan Compiled Laws, the County is authorized to invest in the following investment
vehicles:

a. Bonds, securities, and other obligations of the United States or an agency or instrumentality of the United
States.

b. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a State or nationally
chartered bank or a State or Federally chartered savings and loan association, savings bank, or credit union
whose deposits are insured by an agency of the United States government and which maintains a principal
office or branch office located in this State under the laws of this State or the United States, but only if the
bank, savings and loan association, savings bank or credit union is eligible to be a depository of surplus funds
belonging to the State under Section 6 of 1855 PA 105, MCL 21.146.

c. Commercial paper rated at the time of purchase within the three (3) highest classifications established by not

less than two {2) standard rating services and which matures not more than 270 days after the date of
purchase.
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NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

d. The United States government or federal agency obligations repurchase agreements.
e. Bankers acceptances of United States banks.

f. Mutual funds composed of investment vehicles that are legal for direct investment by local units of government
in Michigan.

Federal Deposit Insurance Corporation (FDIC) reguiations provide that deposits of governmental units are to be
separately insured for the amount of $100,000 for deposits in an insured bank for savings deposits, and $100,000
for demand deposits. Furthermore, if specific deposits are regulated by statute or bond indenture, these specific
deposits are to be separately insured for the amount of $100,000. Michigan Compiled Laws allow for
collateralization of government deposits, if the assets for pledging are acceptable to the State Treasurer under
Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities issued by the federal
loan mortgage corporation, federal national mortgage association, or government national mortgage association.

Deposits

As of December 31, 2007, the carrying amounts and bank balance for each type of bank account are as follows:

Carrying Bank
ACCOUNT TYPE Amount Balance
PRIMARY GOVERNMENT
Checking and savings ${ 639,292 ) $ 165,927
Certificates of deposit 4,624,867 4,624,867
TOTAL PRIMARY GOVERNMENT 3,985,575 4,790,794
COMPONENT UNITS
Checking and savings 9,494,704 9,437,149
Certificates of deposit 121,278 121,278
TOTAL COMPONENT UNITS 9,615,982 9,558,427
FIDUCIARY FUNDS
Checking 1,125,560 1,136,894
TOTAL REPORTING ENTITY $14.727.117 $15.486.115

Deposits of the County are at federally insured banks located in the State of Michigan with all accounts maintained
in the name of the County. As of December 31, 2007, the primary government and component unit accounts were
insured by the FDIC or FSLIC for $300,003 and the amount of $15,186,112 was uninsured and uncollateralized.

Due to significantly higher cash flow at certain periods during the year, the amount the County held as cash and

cash equivalents increased significantly. As a result, the amount of uninsured and uncollateralized cash and cash
equivalents were substantially higher at these peak periods than at year-end.
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NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

As of December 31, 2007, the market values, which are the carrying values for each investment, are as follows:

Investments
Percent Standard Weighted
Carrying Market of & Poor's Average
INVESTMENT TYPE Amount Value Portfolio Rating Maturity
PRIMARY GOVERNMENT
Federal Home Loan Bank $ 1,007,500 $ 1,007,500 7.39% AAA 45 days
Federal National Mortgage Association 100,000 100,000 0.73 AAA 181 days
Federal Home Loan Mortgage Corporation 610,000 610,000 4.48 AAA 69 days
Federal Farm Credit Banks 100,000 100,000 0.73 AAA 62 days
MBIA - Ml Class 4,325,213 4,325,213 31.74 Not Rated 53 days
Kent County municipal bonds 2,250,000 2,250,000 16.51 SP-1+ 390 days
Uncategorized pooled investment funds 5,236,350 5,236,350 3842 Not Rated 0.91 days
Total primary government 13,629,063 13,629,063
COMPONENT UNITS
Uncategorized pooled investment funds 7,138,975 7,138,975 100 Not rated 0.91 days

TOTAL REPORTINGENTITY  § 20768038  $ 20.768,038

The investments in commercial paper are insured or registered, with securities held by Nat City Investments; Fifth
Third Securities, Inc.; Huntington Capital Corporation; Multi-Bank Securities; UBS Financial Services; and Smith-
Barney-Division of Citigroup. The maximum insurance for investments with Smith-Barney-Division of Citigroup is
provided by the Securities Investor Protection Act $500,000; UBS Financial Services $1,000,000; and Securities
Investor Protection Corporation $500,000. The maximum insurance for investments with NatCity Investments, inc.
is provided by the Securities Investor Protection Corporation $500,000; and First Clearing - Safekeeping in the
amount of $99,500,000. The investments in GNMA's are not insured but are backed by the full faith and credit of
the Federal Government. Investments in Municipal Securities other than GNMA are sponsored by agencies of the
Federal Government, but are not insured or backed by the full faith and credit of the Federal Government. The
maximum insurance for investments with Fifth Third is provided by Fifth Third Investment Services, Inc. in the
amount of $99,500,000; and the Securities Investor Protection Corporation $500,000. Huntington Capital
Corporation and Ridge Clearing and Outsourcing Solutions, Inc. are also protected by the Securities Investor
Protection Corporation in the amount of $500,000,

The County has investments purchased for the County employee’s Pension Trust Fund through John Hancock
Insurance Company. Michigan Compiled Law, Section 38.1121, autherizes the County to invest pension assets in
a wide variety of investments including: stocks, bonds, certificates of deposit, real estate, annuity contracts,
obligations of a specified nature, and real or personal property. Specific limitations apply to the various investment
types. As of December 31, 2007, the market value, which is the carrying amount of the pension trust plans assets,
is $34,748,120. The pension trust fund assets include uninsured and unregistered investments for which the
securities are held, by the insurance carrier's trust departments but not in the County's name.

Credit Risk
State law limits investments in certain types of investments to a prime or better rating issued by nationally

recognized statistical rating organizations (NRSROQO’s). As of December 31, 2007, rating information on the
County’s investments is presented above.
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NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

interest rate risk

The County will minimize interest rate risk, which is the risk that the market vatue of securities in the portfolio will
fall due to changes in market interest rates, by designing its portfolio in a manner to attain a market rate of return
throughout the budgetary and economic cycles while preserving and protecting capital.

Concentration of credit risk

The County will minimize concentration of credit risk, which is the risk of loss attributed to the magnitude of the
County's investment in a single issuer, by diversifying the investment portfolio to prevent over concentration of
assets in a specific maturity, individual financial institution, or specific class of securities.

The cash and cash equivalents and investments referred to above have been reported in either the cash and cash
equivalents or investments captions on the combined balance sheet and statement of net assets based upon
criteria disclosed in Note A. The following summarizes the categorization of these amounts as of December 31,
2007:

Primary Component Fiduciary Reporting
Government Units Funds Entity
Cash and cash equivaients $ 5,784,748  $12,266,442 $ 1,125,560 $19,176,750
Cash and cash equivalents - restricted 842,535 - - 842,535
Investments 9,047,611 3,493,082 34,748,120 47,288,813
Investments - restricted 1,961,954 1,258 107 - 3,220,061

$17,636,848 $17.017.631 $35.873.680 §$70.528.150

The primary government and component unit cash and cash equivalents captions in the basic financial statements
include $22,210 and $3,647 in imprest cash, respectively. The Branch-Hillsdale-St. Joseph Community Heaith
Agency portion of pooled cash and cash equivalents presented above are as of December 31, 2007. However,
the financial statements of the Branch-Hillsdale-5t. Joseph Community Health Agency have been presented as of
September 30, 2007, which resuits in a timing difference of $259,027 for the component units.

NOTE C: POOLING OF CASH AND INVESTMENTS

The County's balance sheet reflects cash and cash equivalents with negative balances. These amounts do not
represent actual bank overdrafts; rather, they merely reflect that specific funds have disbursed amounts from the
County’s common checking account in excess of the amount recorded as an asset. In total, the bank account has
a positive balance.

Cash disbursed in excess of amounts recorded as assets as of December 31, 2007, are as follows:

Nonpocled
Pooled Cash Cash and Cash Financial
Fund Overdraft Equivalents Statements
PRIMARY GOVERNMENT
General Fund (4,006,561 ) % 4,973 $(4,001,588 )
Special Revenue Funds
Friend of the Court { 144,442 ) - { 144,442 )
Juvenile Day Care Program { 4530 4357 { 173 )
Total reporting entity $(4,155,533 ) 3 9.330 $(4.146.203 )
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NOTE D: INTERFUND RECEIVABLES AND PAYABLES

The following schedule details interfund receivables and payables related to the primary government at December
31, 2007:

Due to Commission on Aging Fund from:
Nonmajor governmental funds 8 5,199

Amounts appearing as interfund payables and receivables arise from two types of transactions. One type of
transaction is where a fund will pay for a good or service that at least a portion of the benefit belongs to another

fund. The second type of transaction is where one fund provides a good or service to another fund. Balances at
the end of the year are for transfers that have not cleared as of the balance sheet date.

NOTE E: ADVANCES RECEIVABLE AND PAYABLE

The following schedule details advances receivable and payable related to the primary government at December
31, 2007:

Advance to internal service funds from:

General Fund $ 30000

The advance to the internal service funds was to finance major vehicle repairs and establish an employee health
insurance management fund.

NOTE F: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers. For
the purpose of the statement of activities, all interfund transfers between individual governmental funds, business

type funds, and component units have been eliminated.

Transfer to General Fund from:

Revenue Sharing Reserve Fund $ 903,551
Jail Millage Fund 574,218
Nonmajor governmental funds 9,955
Delinguent Tax Revolving Fund __ 635139
$ 2.122.863
Transfer to Emergency Services Fund from:
General Fund $ 36.840
Transfer to Commission on Aging Fund from:
Nonmajor governmental funds $ 63630
Transfer to nonmajor governmental funds from:
General Fund $ 1,324,062
Nonrajor governmental funds 229,205
$ 1.553,267
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NOTE G: CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007, was as follows:

Primary Government

Balance Balance
Jan. 1, 2007 Additions Deletions Dec. 31, 2007
Governmental activities
Capital assets not being depreciated:
Land $ 1,69/126 - % - % 1,169,126
Capital assets being depreciated:
Land improvements 4,215,019 42,730 - 4,257,749
Buildings and additions 20,015,360 140,395 - 20,155,755
Equipment and furniture 5,847,986 83,003 ( 47,923 ) 5,883,066
Vehicles 1.012,389 - - 1.012.389
Subtotal 31,090,754 266,128 { 47,923 ) 31,308,959
Less accumulated depreciation for:
Land improvements ( 681,180) ( 202,809) - ( 8839893)
Buildings and additions ( 8098988 ) ( 582,875 ) - ( 8,681,863 )
Equipment and furniture ( 2,587,755 ) ( 466,675 ) 6,967 { 3,047463)
Vehicles { 481,218 } _( 149,771 ) - { 630,989 )
Subtotal (11849141 ) _( 1.402130) 6.967 { 13,244,304 )
Net capital assets being depreciated 19.241.613 ( 1.136.002 ) _{ 40,956 ) 18,064,655
Capital assets, net $ 20410739 §( 1136002 ) {40956 ) $ 19233781

Depreciation expense was charged to the following governmental activities:

General government

Public safety

Public works

Health and welfare

Community and economic development
Recreation and cultural

Total depreciation expense

Balance Additions/

$ 365,475
345,114
235121
216,905
163,534

75,981

$ 1402130

Deletions/ Balance

Jan. 1, 2007 Reclassifications Reclassifications Dec. 31, 2007

Business-type activities
Capital assets not being depreciated:

Construction in progress b - 5 146,558 $ - $ 146,558
Capital assets being depreciated:
Land and improvements 596,776 3,475 - 600,251
Buildings and improvements 7,370,511 57.784 - 7,428,295
Equipment 1,388,978 8,753 { 61,259 ) 1,336,472
Totals at historical cost 9,356,265 70,012 ( 61,259 ) 9,365,018
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NOTE G: CAPITAL ASSETS - CONTINUED

Primary Government - continued

Balance Additions/ Deletions/ Balance
Jan. 1, 2007 Reclassffications Reclassifications Dec. 31, 2007
Business-type activities - continued
Less accumulated depreciation for:
Land and improvements il 368,384 ) H( 14,781 ) % - ¥ 383,165 )
Buildings and improvements { 4,078133 ) ( 269,560 ) - ( 4,347,693 )
Equipment { 1002800} _{ 60,794 ) 9,174 (1054420 )
Total accumulated depreciation { 5449317 ) _( 345,135 ) 9,174 ( 5785278)
Net capital assets being depreciated 3,906,948 (275123 ) _( 52,085 ) 3,579.740
Capital assets, net $ 3006948 §( 128565 ) §  52.085) $§ 3726208
Balance Balance
Jan. 1, 2007 Additions Deletions Dec. 31, 2007
Component Units
Component Unit - Drainage Districts
Governmental Activities
Drains 3 3,74716 & 185764  § - % 3,932,931
Equipment 48,182 - - 48,182
Vehicles 18,449 - - 18.449
Total capital assets being depreciated 3,813,798 185,764 -0- 3,999,562
Less accumulated depreciation for:
Drains { 2,176,396 ) ( 171,621 ) - { 2,348,017 )
Equipment { 17,225 ) | 3,241 ) - { 20,466 )
Vehicles ( 16,143 ) _{ 2,306 ) - ( 18,449 )
Total accumulated depreciation 2209764 ) _{ 177,168 ) -0- { 2.386,932)
Capital assets, net $ 1604034 & 859 § 0- $ 1612630
Component Unit - Board of Public Works
Capital assets not being depreciated
Land $ 1,006,843 % -9 - § 1,096,843
Capital assets being depreciated
Buildings 3,832,141 - - 3,832,141
Equipment 706,069 - - 706,069
Vehicles 20,684 - - 20,684
Sewer 10,937,340 - - 10,937,340
Subtotal 15,496,234 -0- -0- 15,496,234
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NOTE G: CAPITAL ASSETS - CONTINUED

Component Units - continued

Component Unit - Board of Public Works -

continued
Less accumulated depreciation for:
Buildings
Equipment
Vehicles
Sewer

Subtotal
Net capital assets being depreciated
Capital assets, net

Component Unit - Road Commission

Capital assets not being depreciated
Land and improvements

Land Improvements - infrastructure

Total capital assets not
being depreciated

Capital assets being depreciated
Depletable assets
Buildings
Equipment
Road
Shop
Office
Engineers
Yard and Storage
Infrastructure

Accumulated depreciation and depletion
Depletable assets
Buildings
Equipment
Road
Shop
Office
Engineers
Yard and Storage
infrastructure

Capital assets being depreciated, net

Total capital assets, net

Batance Balance
Jan. 1, 2007 Additions Deletions Dec. 31, 2007
$( 925355 ) H( 82,252 ) § - $( 1,007,607 )
( 494,709 ) | 20,945 ) - { 515,654 )
( 20,684 ) - - 20,684 )
{ 2551885) _( 223,165 ) - (2775050 )
_{ 3992633) _( 326,362 ) 0-  _{ 4318995)

11,503,601 ( 326,362 ) -0- - 11,177,239
$ 12600444 B 326362 ) §  -0- § 12,274,082
$ 49980 $ 10,393 § - % 60,373

3,280,785 42177 - 3,322,962
3,330,765 52,570 -0- 3,383,335
626,798 - - 626,798
1,256,708 852,961 - 2,109,669
6,841,145 333,706 ( 220,283 ) 6,054,568
229,660 2,975 - 232,635
101,162 11,814 - 112,976
13,659 - - 13,659
819,800 - - 819,800

49,380,760 2.871.460 { 31,024 ) 52,221,196

59,269,692 4,072,916 ( 251,307 ) 63,091,301
{ 538,438 ) 3,100 ) - { 541,538 )
( 920,321 ) 39,609 ) - ( 959,930 )
{ 5523820) ( 519,992 ) 191,189 ( 5,852,623 )
( 213856 ) ( 7,702 ) - 221558)
( 80,652 ) 9,050 ) - 89,702 )
( 7.320) 1,590 ) - { 8910 )
{ 622,795 ) | 46,862 ) - ( 669,657 )
{ 26454205) _{ 2120940) 31.024 { 28544121 )
( 34361407 ) _{ 2748.845) 222213 { 36,888,039 )

24,908,285 1,324,071 N 29,094 ) 26,203,262
$ 28239050 $ 1.376641 9§ 29,094 ) $ 29,586,597
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NOTE G: CAPITAL ASSETS - CONTINUED

Component Units - continued

Component Unit - Community Health Center

Capital assets not being depreciated
Land
Construction in progress

Total capital assets not
being depreciated

Capital assets being depreciated
Land improvements

Building improvements
Furniture, fixtures, and equipment

Less accumulated depreciation
Capital assets being depreciated, net

Total capital assets, net

Component Unit - Branch-Hilisdale-
$t. Joseph Community Health Agency
Equipment
Land improvements

Totals at historical cost
Less accumulated depreciation for:
Equipment
Land improvements

Total accumulated depreciation

Capital assets, net

Balance Balance
Jan. 1, 2007 Additions Deletions Dec. 31, 2007
$ 1,369,253 $ - § - % 1,369,253
91,455 770959  { 638,337 ) 224077
1,460,708 770,959 ( 638,337 ) 1,593,330
1,074,935 - - 1,074,935
30,673,343 470,717 - 31,044,060
27.669,084 5,969,337 - 33,638,421
59,317,362 6,440,054 -0- 65,757,416
(40,809,019 ) _( 2,785456 ) - (43,604 475 )
18,508,343 3.654.598 -0- _22 162,941
$ 10969051 § 44255567 §( 638337 ) $ 23,756,271
Balance Additions/ Deletions/ Balance
Qct. 1, 2006 Reclassifications Reclassifications Sept. 30, 2007
135,142 $ - 5 - 5 135,142
22723 - - 22723
157,865 -0- 0- 157,865
( 130,425 ) | 1,300 ) - { 131,725 )
{ 13,273 ) - - | 13,273 )
{ 143,698 ) _( 1,300 ) -0- _( 144,998 )
$ 14,167  § 1,300) $ 0- § 12,867

NOTE H: SHORT-TERM DEBT - COMPONENT UNITS

The short-term debt of the County consists of various drain notes issued for purposes of financing costs in
connection with various drainage district construction and maintenance projects.

The drain notes are reported in the Drainage Districts Component Unit Drain Construction {Capital Projects) Fund

and are detailed as follows:
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NOTE H: SHORT-TERM DEBT - COMPONENT UNITS - CONTINUED

Drain Note
Number

#07-16

#07-17
#07-19

NOTE I: LONG-TERM DEBT

Balance

Dec. 31, 2007

$

5,000
2,500

4,000

£ 11.500

The following is a summary of changes in long-term debt (including current portion} of the County for the year

ended December 31, 2007:

Amounts
Balance Balance Due Within
Jan. 1, 2007  Additions Deletions Dec. 31, 2007 _One Year
PRIMARY GOVERNMENT
Governmental Activities
Direct County Obligations $ 9,075,000 $ - $( 780,000)% 8,295,000 $§ 805,000
Capital leases 52,572 - ( 52572) -0- -
Compensated absences 696477 420171 _( 510,332) 606,316 60,632
9,824,049 420171 (1,342,904 ) 8,901,316 865,632
Business-type Activities
Enterprise Fund
Medical Care Facility
Compensated absences 332,104 157,857 _( 138,071) 351,890 197.611
TOTAL PRIMARY GOVERNMENT 10,156,153 578,028 (1,480975) 9,253,206 1,063,243
COMPONENT UNIT FUNDS
Drainage Districts
Drain notes 375,513 93,000 { 120,930) 347,583 139,280
Board of Public Works
Sanitary sewer bonds 4,630,000 - { 235000) 4,395,000 275,000
Road Commission
Installment lease purchase agreements 283,095 - ( 175774) 107,321 74,522
Compensated absences 295,049 8,196 - 303,245 48,000
Community Health Center
Hospital bonds 4,754,332 - { 403,728) 4,350,604 420,608
Note payable - 3,800,000 - 3,800,000 -
Capital lease - 907,690 ( 182,983) 724,707 169,851
Branch-Hillsdale-St. Joseph
Community Health Agency
Compensated absences 210,757 232967 _{ 216,392 ) 227,332 177,319
10,548,746 5,041,853 (1,334,807 ) 14,255,792 1,304,580
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NOTE|: LONG-TERM DEBT - CONTINUED

Amounts
Balance Balance Due Within
Jan. 1, 2007  Additions Deletions Dec. 31,2007 One Year
COMPONENT UNIT FUNDS - CONTINUED
Less deferred amounts:
On refunding 8 131.515)$% - % 8768 $( 122,747 ) $( 8,768)

TOTAL COMPONENT UNITS 10,417,231 5,041,853 _{1.326,039 ) _14,133,045 1,285,812

TOTAL REPORTING ENTITY $20.573.384 §$ 5619881 $(2.807.014 ) $23.386.251 $ 2,350,055
PRIMARY GOVERNMENT

Direct County Obligations - County Building Authority Bonds

The Branch County Board of Commissioners is party to long-term lease agreements for rental of the Hospital,
Medical Care Facility, Courthouse, and FIA buildings from the Branch County Building Authority. The lease
agreements stipulate that the annual rentals be paid by the County to the Building Authority in amounts sufficient to
meet the annual principal and interest on bonds, which shall be pledged exclusively for that purpose. When all
debt has been retired for the buildings, the rentals will cease, title to the buitdings will be transferred to the County,
and any cash balances remaining with the Building Authority will be returned to the County.

Bonds payable at December 31, 2007 are as follows:

$2,550,000 Branch County Building Authority Bonds {FIA Project) - Series 1998A,
dated April 1, 1998, due in annual instaliments ranging from $10,000 to $200,000
through September 1, 2018, with interest of 4.625 percent, payable semi-annually. $ 1,535,000

$4,000,000 Branch County Buitding Authority Bonds (Hospital) - Series 2001, dated
March 1, 2001, due in annual installments ranging from $250,000 to $380,000 through
September 1, 2016, with interest ranging from 4.375 to 4.5 percent, payable semi-
annually. 2,800,000

$9985,000 Branch County Building Authority Bonds {(Commission on Aging) - Series
2001 A, dated June 1, 2001, due in annual installments ranging from $40,000 to
$75,000 through September 1, 2021, with interest ranging from 4.20 to 5.25 percent,
payable semi-annually. 790,000

$2,750,000 Branch County Building Authority Refunding Bonds - Series 2002, dated
April 1, 2002, due in annual installments ranging from $105,000 to $320,000 through
September 1, 2017, with interest ranging from 4.00 to 4.75 percent, payable semi-
annually. 1,730,000

$1,750,000 Branch County Building Authority Bonds {Courthouse) - Series 2002, dated
August 1, 2002, due in annual installments ranging from $70,000 to $135,000 through

September 1, 2022, with interest ranging from 3.20 to 4.75 percent, payable semi-
annually. 1.440,000

$ 8,295.000
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NOTE |: LONG-TERM DEBT - CONTINUED

PRIMARY GOVERNMENT - CONTINUED

Compensated Absences

In accordance with County personnel policies and/or contracts negotiated with various employee groups of the
County, individual employees have vested rights upon termination of employment to receive payment for unused
vacation and sick leave under formulas and conditions specified in their respective personnel policies and/or
contracts. The dollar amount of these vested rights, including related payroll taxes, amounted to $958,206 for
vacation and sick, at December 31, 2007. Of this amount, $351,890 has been accrued as a liability in the Medical
Care Facility (Enterprise} Fund Balance Sheet. Of the remaining liability of $606,316, $60,632 has been recorded
as a current liability and $545,684 has been recorded as a noncurrent liability.

Advance Refunding - Prior

On April 1, 2002, the County defeased a portion of the 1999 Building Authority Bonds (Human Services)} which are
due and payable September 1, 2019. This was accomplished by establishing an irrevocable trust with an escrow
agent composed of cash and U.S. Government Securities sufficient to meet the applicable principal and interest
payments. The County issued Building Authority 2002 Refunding Bonds in the amount of $2,750,000 to fund
escrow amounts, pay the cost of issuance of the refunding bends, and to pay the remaining balances of the 1990-
1 Building Authority Bonds {Mental Health Building) and 1994 Building Authority Bonds (K.C.C. Project).
Accordingly, the trust account assets and liabilities for the defeased bond are not included in the County’s financial
statements. At December 31, 2007, bonds due and payable September 1, 2019, for 1999 Building Authority
Bonds (Human Services) in the amount of $1,400,000 are considered defeased.

On April 2, 2001, the County defeased a portion of the 1998A Building Authority Bonds (FIA Project) which are due
and payable September 1, 2018, This was accomplished by establishing an irrevocable trust with an escrow agent
composed of cash and U.S. government securities sufficient to meet the applicable principal and interest
obligations. The County used remaining bond proceeds from the 1998A Building Authority Bonds (FIA Project) in
the amount of $201,879 to provide resources to fund the escrow amounts and pay the costs of issuance of the
refunding bonds. Accordingly, the trust account assets and liabilities for the defeased bonds are not included in
the County's financial statements. At December 31, 2007, bonds due and payable September 1, 2018, for the
1998A Building Authority Bonds (FIA Project) in the amount of $190,000 are considered defeased.

COMPONENT UNIT - BOARD OF PUBLIC WORKS

Indirect County Obligations - Sanitary Sewer Bonds

The County has irrevocably pledged its full faith and credit as collateral for the following sanitary sewer system
bonds. These projects are administered by the Branch County Board of Public Works for local municipalities.
Payments by the municipalities to the County, in accordance with contractual agreements, along with assessments
made against benefiting properties, provide the monies required to meet the principal and interest on the sewer
system bonds.

Bonds payable at December 31, 2007, for the Sanitary Sewer System construction projects are as follows:
$5,190,000 Branch County Sanitary Sewer System No. 2 Refunding Bonds (Coldwater
and Long Lake Extensions), Series 2004, dated February 1, 2004, due in annual

installments ranging from $205,000 to $315,000 through May 1, 2022, with interest of
2.75 to 4.75 percent, payable semi-annually. $ 4.395.000
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NOTE I: LONG-TERM DEBT - CONTINUED
COMPONENT UNIT - BOARD OF PUBLIC WORKS - CONTINUED

Advance Refunding - Prior

On November 15, 1999, the County defeased $610,000 of the outstanding Sanitary Sewer Disposal System No. 2
bonds, dated August 1, 1996, maturing May 1, 2007, through May 1, 2016, by establishing an irrevocable trust with
U.S. Government Securities sufficient to meet the annual installment principal obligations of $610,000, and
associated semi-annual interest payments. The funds used to fund these escrow amounts were from excess bond
proceeds remaining after completion of the related construction project. Accordingly, the trust account assets and
liabilities for the defeased portion of the bond issue are not included in the County's financial statements. At
December 31, 2007, bonds due and payable May 1, 2008, through May 1, 2016, in the amount of $515,000 are
considered defeased.

COMPONENT UNIT - DRAINAGE DISTRICTS

Drain Notes

The County has irrevocably pledged its full faith and credit as collateral for the following drain loans and notes.
These projects are administered by the Branch County Drain Commission for various local drainage districts. The
drain loans and notes were issued to finance the various Construction Funds for the purpose of paying costs in
connection with various drainage district projects and are payable out of assessments to be made against the
benefited properties.

Lean and notes payable at December 31, 2007, per respective Drain projects serviced from the Component Unit
Funds are as follows:

Various drain notes due in various annual installments and interest rates through 2011. $ 347.583
COMPONENT UNIT - ROAD COMMISSION

Lease Purchase Agreements

The Road Commission entered into four purchase agreements for certain equipment secured by the related
equipment. Payment terms are as follows:

Annual Interest Final
Pavyments Rates Payment
2007 - 3 Trucks $33,435t0 $78,976 3.8% 7/09

Accrued Sick and Vacation

At hire, employees start earning vacation to be used after the orientation period. Accruals differ with each contract,
but the maximum accrual is 240 hours. Vacation time accrues on a continual basis, however, no further vacation
time is credited until the employees accrual is below the maximum 240 hours.

Sick leave is earned at the rate of 12 days per year, with a maximum of 480 hours. The maximum sick leave
accrual for the Sheriff department is 800 hours.

Personal days are awarded at 2 days per year. Personal days unused at the end of the calendar year are lost. In
most cases, one additional day or perscnal may be deducted from available sick time.

All unused vacation time and 50% of sick time is payable in full when employment ceases. Personal time is not
payable when employment ceases.
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NOTE |: LONG-TERM DEBT - CONTINUED
COMPONENT UNIT - COMMUNITY HEALTH CENTER
Bonds payable at December 31, 2007, are as follows:

Hospital Revenue Bonds, Series 2001, issued through the Branch County Building
Authority, bearing interest ranging from 4.375 to 4.500 percent. Annual principal
payments range from $250,000 in 2008 to $380,000 in 2016. Collateralized by a lease
agreement on the building and surrounding land with the Authority and the County of
Branch. In turn, the County subleases the building and land to the Hospital under the
same terms. The Hospital makes payment directly to the Authority. Hospital Revenue
Bonds, Series 2005, issued in the amount of $1,900,000, bear interest at LIBOR plus
2.25%, and are payable in monthly installments through November 1, 2015, Secured
by net revenue and accounts receivable and the assets restricted under the bond
indenture agreement. The indenture agreement requires the Hospital to comply with
certain restrictive covenants including minimum insurance coverage, maintaining a
historical debt-service coverage ratio of at least 1.25 to 1.00, maintaining a ratic of
funded debt plus net assets of no more than .50 and maintaining minimum days of

cash on hand of 75 days. $ 4,350,604
Notes payable on December 31, 2007, are as follows:

Note payable to bank originally issued in January 2007, with an original amount of
$3,800,000, bears interest at 4.75 percent. The note is payable in equal monthly
installments through November, 2011, with a balloon payment in December, 2011, and
is collateralized by information systems equipment assets that were acquired with the

proceeds. $_3.800,000

Capital lease obligations on December 31, 2007, are as follows:

In 2007, the Hospital entered into an obligation under a lease for radiclogy equipment that is accounted for
as a capital lease. The asset under capital leases at December 31, 2007, was $9207,690, net of
accumulated depreciation of $181,538. The following is a schedule by year of future minimum lease
payments under the capital lease including interest at rates of 5.80 percent together with the present value
of the future minimum lease payments as of December 31, 2007:

2008 $ 208,769
2009 208,769
2010 208,769
2011 185,625
Total minimum lease payments 811,932
Less: amount representing interest { 87225)

Present value of future minimum lease payments $§ 724707

COMPONENT UNIT - BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY

Employees of the Branch-Hillsdale-St. Joseph Community Health Agency are granted vacation and personal
leave in varying amounts based on length of service. Upon termination of employment, employees are paid
accumulated vacation at full current rate of pay to a maximum of 360 hours, and accumulated personal leave at
full current rate of pay of hours accumulated up te a maximum of 30 hours.
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NOTEI: LONG-TERM DEBT - CONTINUED

COMPONENT UNIT - BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY - CONTINUED

Accumulated vacation leave and perscnal pay represent a liability to the Agency, which is presented in a current
and long term portion of the liability. For this reason, the total liability is reported in the government-wide
financial statements represent a current Fability of $177,319 and noncurrent liability of $50,013. Payments to
employees for vacation leave and personal pay are recorded as expenditures when they are used and
payments are actually made to the employees.

The annual requirements to pay the debt principal and interest outstanding for the following Bonds, Notes, and
Leases are as follows:

Primary Govermment

Year Ending Direct County Obligations
December 31 Principal Interest
2008 $ 805,000 $ 370,880
2009 825,000 336,841
2010 695,000 303,088
2011 680,000 275,319
2012 730,000 241,763
2013-2017 3,665,000 695,956
2018-2022 895,000 125,269

$§ 8205000  § 2349116

Component Units

Drainage Districts Board of Public Works Road Commission Community Health Center

Year Ending Drain Notes Sanitary Sewer Bonds Installment Leases Bonds and Notes

December 31, Principal Interest Principal Interest Principal Interest Principal Interest

2008 $ 139280 $§ 14546 $§ 275000 $ 157081 § 74522 $§ 4456 $ 420608 $§ 404250
2009 101,203 9,665 300,000 148,800 35,799 636 623,377 377,742
2010 58,100 7409 290,000 139,950 - - 654,892 345,201
2011 46,500 8,258 315,000 130,284 - - 3,921473 298,111
2012 2,500 108 310,000 119,738 - - 513,032 125,941
2013-2017 - - 1,500,000 438,316 - - 2017222 228,346

2018-2022 - - 1,405,000 143.750 - - - -
$ 347583 § 30086 $4,395000 §1277.919 § 107321 $ _ 5097 $8150604 $1.779.501
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NOTE J: EMPLOYEE RETIREMENT SYSTEM

RETIREMENT SYSTEM - COUNTY GENERAL, ROAD COMMISSION, AND COMMUNITY HEALTH CENTER
PLAN DESCRIPTION

Branch County {primary government) and its component units {County Road Commission and the Community
Health Center) contribute to the Branch County Pension Plan, which is a defined benefit, cost sharing, multiple
employer retirement system covering substantially all of its employees. The plan is administered by Branch
County, with investments purchased through John Hancock Insurance Company. To be eligible for the plan, an
employee must be a regular full-time employee, have completed six {6) months of service, and make employee
contributions. The County's contributions for the years ended December 31, 2006, 2005, and 2004 were hased
on the payroll for employees covered by the system as of December 31, 2005, 2004, and 2003. The covered
payroll for 2006 was $1,700,783; $11,301,353; and $6,224,540 for the County Road Commission, Community
Health Center, and all other County employee groups, respectively. The covered payroll for 2005 was
$1,870,114; $10,408,634; and $6,065,916 for the County Road Commission, Community Health Center, and all
other County employee groups, respectively. The covered payroll for 2004 was $1,784,433; $9,052,180; and
$6,269,282 for the County Road Commission, Community Health Center, and all other County employee
groups, respectively. The total payroll for 2006 was $1,855,997; $23,492,556; and $11,784,122 for the County
Road Commission, Community Health Center, and all other County employee groups, respectively., The total
payroll for 2005 was $2,052,846; $21,879,675; and $11,447,519 for the County Road Commission, Community
Health Center, and alt other County employee groups. The total payroll for 2004 was $2,054,785; $23,455,829;
and $11,255,980 for the County Road Commission, Community Health Center, and all other County employee
groups, respectively. The plan provides retirement benefits, as well as death and disability benefits in
accordance with benefit provisions as adopted by the Branch County Board of Commissioners. Retirement
benefits are based on service and compensation and vested after five (5) years of service. At December 31,
2006, membership consisted of 324 retirees and beneficiaries currently receiving benefits and terminated
employees entitled to benefits but not yet receiving them, and 472 current active employees.

The obligation to contribute to and maintain the system for covered employees was established in the Branch
County Pension Plan, as amended January 1, 1989, and requires a contribution from the employees of three (3)
percent of the first $4,800 of gross wages, plus five {5) percent of the remaining amount. The funding policy
provides for periodic employer contributions at actuarially determined rates. Administrative costs of the plan are
financed through investment earnings. The actual employee contributions for the year ended December 31, 20086,
were $81,572; $505,518; and $314,708, these contributions representing 4.8, 4.5, and 5.1 percent of covered
payroll for the County Road Commission, Community Health Center, and all other County employee groups,
respectively.

SCHEDULE OF FUNDING PROGRESS

Actuanal Actuaral
Actuarial Value Accrued Unfunded Funded Covered UAALasa %
Valuation of assets Liability AAL (UAAL) Ratio Payroll of Covered
Date {a) (b) (alb) {alb) (c) Payroll
12131104 $34,167,573  $47.208,233 $(13,140,660 ) 7222 % $17,105,895 77 %
12131105 36,941,111 50,410,405 (13,469,294 } 7328 % 18,344,664 73 %
12131106 39,812,008 53,687,506 (13,875,408 ) 7416 % 19,226,676 72 %

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Annuai
Year Ended Required Percentage Net Pension
December 31 Contribution Contributed {Obligation ¥Benefit
2004 $ 1,047,053 103.4 % 5 64,670
2005 1,040,572 94.7 % ( 18756 )
2006 1,068,241 98.4 % 12,525
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NOTE J: EMPLOYEE RETIREMENT SYSTEM - CONTINUED

RETIREMENT SYSTEM - COUNTY GENERAL. ROAD COMMISSION, AND COMMUNITY HEALTH CENTER
PLAN DESCRIPTION - CONTINUED

The information presented above was determined as part of the actuarial valuations at the dates indicated.
Additional information as of December 31, 20086, the latest actuarial valuation, follows:

Actuarial cost method Aggregate cost methed
Amortization method Level percent, closed
Remaining amortization period *
Asset valuation method
Actuarial assumptions:

k3

Investment rate of return 7.75%
Projected salary increases attributable to inflation 4.5%
Cost of living adjustments None

* Information not provided in actuarial valuation report

NOTE: The Aggregate actuarial cost method does not identify and separately amortize unfunded actuarial
liabilities.

COMPONENT UNIT - BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY

Plan Description

The Agency participates in the Michigan Municipal Employees Retirement System, an agent multiple-employer
defined benefit pension plan that covers all efigible full-time employees of the Agency. The system provides
retirement, disability, and death benefits to plan members and their beneficiaries. The Michigan Municipal
Employees Retirement System issues a publicly available financial report that includes financial statements and
required supplementary information for the system. That report may be obtained by writing to the System at 1134
Municipal Way, Lansing, Michigan 48917.

Funding Policy

The obligation to contribute to and maintain the system for these employees was established by the Board of
Public Health. The plan requires a contribution from the employees of three (3) percent of wages depending on
the employee group covered. The Agency is required to contribute the remaining amounts necessary to fund the
system.

Annual Pension Cost

For the year ended September 30, 2007, the Agency's annual pension cost of $215,856 for the plan was equal to
the Agency's required and actual contribution. The estimated annual required contribution was determined as part
of an actuarial valuation at December 31, 2004, using the entry actual age cost method. Actual required
contributions are based on actual reperted monthly payroll. Significant actuarial assumptions used include (a) an -
percent investment rate of return {b) projected salary increases of 4.5 percent per year compounded annually,
attributable to inflation and (¢} additional salary increases ranging from 0% to 8.4% per year depending on age,
seniority and merit. The actuarial value of assets was determined using technigues that smooth the effects of
short-term volatility over a five (5) year period.

_49-



Branch County, Michigan
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

NOTE J: EMPLOYEE RETIREMENT SYSTEM - CONTINUED

COMPONENT UNIT - BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY - CONTINUED

Three (3) year trend information

Year Ended December 31,

2004 2005 2006
Actuarial value of assets $ 8,162,790 $ 8,662,574 $ 9,318,862
Actuarial accrued liability (AAL) (entry age) 8,234,660 8,648,591 9,242,746
Unfunded {overfunded) AAL { 71,870) ( 13,983) ( 76,116)
Funded ratio 99 % 100 % 101 %
Covered payroll 2,552,172 2,421,635 2,693,320
UAAL as a percentage of covered payroll 3% 0% 0%

Year Ended September 30,

2005 2006 2007
Annual pension cost $ 157,596 $ 187,606 $ 215,856
Percentage of APC contributed 100 % 100 % 100 %

Net pension obligation - - -

This trend information was obtained from the most recently issued actuarial reports.

NOTE K: CONTINGENT LIABILITIES

PRIMARY GOVERNMENT

The County participates in a number of Federal and State assisted grant programs that are subject to compliance
audits. The Single Audit of the Federal Programs and the periodic program compliance audits of many of the State
programs have not yet been completed or final resolution has not been received. Accordingly, the County’s
compliance with applicable grant requirements will be established at some future date. The amount, if any, of
expenditures which may be disallowed by the granting agencies cannot be determined at this time although the
County expects such amounts, if any, to be immaterial.

A substantial portion of the Medical Care Facility's total patient revenues are for services provided to Medicare,
Medicaid, and Blue Cross/Blue Shield of Michigan patients. Payments for these services are based upon
allowable costs incurred and are subject to final audit by the intermediaries.

COMPONENT UNIT - COMMUNITY HEALTH CENTER

In the normal course of business, the Hospital is, from time to time, subject to allegations that may or do result in
litigation. Some of these allegations are in areas not covered by the Hospital's self-insurance program (discussed
elsewhere in these notes) or by commercial insurance; for example, allegations regarding employment practices or
performance of contracts. The Hospital evaluates such allegations by conducting investigations to determine the
validity of each potential claim. Based upon the advice of legal counsel, management records an estimate of the
amount of ultimate expected loss, if any, for each. Events could occur that would cause the estimate of ultimate
loss to differ materially in the near term.

Approximately 29% of the Hospital's workforce is covered by collective bargaining agreements. The Hospital could
encounter difficulties in obtaining qualified employees in the future if these agreements are not renewed.
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NOTE L: ROAD COMMISSION FEDERAL GRANTS

Governmental and certain other entities which expend $500,000 or more of direct federal dollars are subject to a
single audit in accordance with the OMB Circular A-133. The Road Commission expended $584,864 of
federal/state dollars which were passed through and administered by the Michigan Department of Transportation.
The passed through monies will be included in the State of Michigan's single audit.

NOTE M: RISK MANAGEMENT

PRIMARY GOVERNMENT

The County is a voluntary member of the Michigan Municipal Risk Management Authority which is organized under
Public Act 138 of 1982, as amended as a governmental group self-insurance pool. Public Act 138 authorizes local
units of government to exercise jointly any power, privilege, or authority which each might exercise separately.
The Authority administers a risk management fund providing Branch County with loss protection for general and
auto liability, motor vehicle physical damage, and property. Membership of the Authority at December 31, 2007,
was comprised of more than 280 units of government.

The administration of the Authority is directed by a nine (9) member Board of Directors composed of municipal
representatives from the membership elected by the membership. The Board establishes the general policy of the
Authority, creates and publishes rules to be followed by the Manager and Board, and is empowered with the
authority to impose sanctions or terminate membership. The County, by resolution of the County Board of
Commissioners, has designated a representative to the Authority to be responsible for the execution of all loss
control measures, to ensure the payment of all annual and supplementary or other payment requirements, to
ensure the filing of all required reports, and to act as a liaison between the County and the Authority.

The Authority provides risk management, underwriting, reinsurance, and claim services with member contributions
allocated to meet these obligations. The Authority administers a risk management fund providing Branch County
with loss protection for general and auto liability, motor vehicle physical damage, and property damage. Under
most circumstances the County’s maximum loss per occurrence is limited as follows:

Maximum Retention

Tvpe of Risk Per Occurrence
General and auto liability $ 75,000
Motor vehicle physical damage 15,000
Property coverage 1,000

The Authority has established a Retained Risk Program to pay losses incurred by members that exceed individual
retention levels and are not covered under existing reinsurance agreements. Losses incurred within the
established limits are general obligations of the Authority. In the event that losses are incurred in excess of the
resources available, the Authority as a whole {i.e., all constituent municipalities) is liable for the excess. The
Authority may authorize dividends to individual members in the event that the members and individual fund
balance is determined to be sufficient to do so.

Liability insurance claims are expenses as incurred. The liability is determined by the Michigan Municipal Risk
Management Authority management based on an actuarial study performed using historical data and available
insurance industry statistics. The liability includes a reserve for reported claims, and reported legal expenses as
well as incurred but not reported claims.

The Authority has reserved fund balance to pay losses incurred by members that exceed individual retention levels
and are not covered under existing reinsurance agreements. Losses incurred within the established limits are
general obligations of the Authority. In the event that Branch County incurs a loss in excess of the resources
available, the Authority as a whole (i.e., all constituent municipalities) is liable for the excess.
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NOTE M: RISK MANAGEMENT - CONTINUED

PRIMARY GOVERNMENT - CONTINUED

In addition, the Authority has accumulated resources to create and fund an internal Stop Loss Fund. The Stop
Loss Fund was initiated to eliminate the need to purchase aggregate reinsurance for aggregate losses paid in
excess of $208,000, net of reinsurance recoveries for any one member in any one year. Aggregate paid losses in
excess of $208,000 net of reinsurance recoveries are paid entirely from the Internal Stop Loss Fund. If at any time
the Stop Loss Fund is insufficient to fund Branch County's losses, the remaining liability shall become the
responsibility of the Authority as a whole.

At December 31, 2007, the County had funds on deposit of $85,017 with the Authority and reserves for reported
claims of $0.

The Maple Lawn Medical Facility carries commercial insurance for the risk of loss due to liability claims.

The County and the Maple Lawn Medical Care Facility also participate in a pool, the Michigan Counties
Workers' Compensation Fund, with other municipalities for workers’ compensation losses. The pool is
organized under Public Act 317 of 1969, as amended. In the event the pool’s claims and expenses for a policy
year exceed the total normal annual premiums for said years, all members of the specific pocl’s policy year may
be subject to special assessment to make up the deficiency. The County has not been informed of any special
assessments being required.

COMPONENT UNIT - ROAD COMMISSION

The Road Commission is exposed. to various risks of loss related to property loss, torts, errors and omissions,
employee injuries, as well as medical benefits provided to employees. The Road Coemmission has purchased
commercial insurance for property, fleet, umbrella, errors and omissions, and dishonesty bond. The Road
Commission participates in the Michigan County Road Commission Self-Insurance Pool for workers' compensation
insurance. Settled claims for the commercial insurance have not exceeded the amount of insurance coverage in
any of the past three years.

COMPONENT UNIT - BRANCH-HILLSDALE-ST. JOSEPH COMMUNITY HEALTH AGENCY
The Agency carries commercial insurance for the risk of loss due to workers' compensation claims.

The Agency also participates in a pool, the Michigan Municipal Risk Management Authority, with other
municipalities for workers' compensation losses. The pool is organized under Public Act 317 of 1969, as
amended. [n the event the pool's claims and expenses for a policy vear exceed the total normal annual
premiums for said years, all members of the specific pool's policy year may be subject to special assessment to
make up the deficiency. The Agency has not been informed of any special assessments being required.

COMPONENT UNIT - COMMUNITY HEALTH CENTER

The Hospital is exposed to various risks of loss from torts; theft of, damage to, and destruction of assets; business
interruption; errors and omissions; employee injuries and ilinesses; natural disasters; and employee health, dental
and accident benefits. Commercial insurance coverage is purchase for claims arising from such matters other
than employee health claims. Settled claims have not exceeded this commercial coverage in any of the three
preceding years.
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NOTE M: RISK MANAGEMENT - CONTINUED

COMPONENT UNIT - COMMUNITY HEALTH CENTER - CONTINUED

Medical and Dental

Substantially all of the Hospital's employees and their dependents are eligible to participate in the Hospital's
employee health insurance plan. The Hospital is self-insured for health claims of participating employees and
dependents up to an annual individual amount of $125,000, Commercial stop-loss insurance coverage is
purchased for claims in excess of the individual annual amount. A provision is accrued for self-insured employee
health claims including both claims reported and claims incurred but not yet reported. The accrual is estimated
based on consideration of pricr claims experience, recently settled claims, frequency of claims and other economic
and social factors. It is reasonably possible that the Hospital's estimate will change by a material amount in the
near term.

Activity in the Hospital's accrued employee health claims liability during 2007 and 2006 is summarized as follows:

2007 2008
Estimated liability - beginning of year $ 270,697 $ 252,754
Claims incurred, including changes in estimates
for claims incurred in prior years 5,256,191 4,924,734
Claims and expenses paid (5,100,697 ) (4,906,791 )
Estimated liability - end of year $ 426491 $ 270697

Malpractice

The Hospital purchases medical malpractice insurance under a claims-made policy on a fixed premium basis,
under which the Hospital is responsible for the first $100,000 per occurrence and $200,000 in the aggregate of
medical malpractice risk. Accounting principles generaily accepted in the United States of America require a
health care provider to accrue the expense of its share of malpractice claim costs, if any, for any reported and
unreported incidents of potential improper professional service occurring during the year by estimating the
probable ultimate costs of the incidents. Based on the Hospital's claims experience, an accrual has been made as
summarized below:

2007 2006
Balance - beginning of year $ 215,989 $ 183,014
Claims incurred, including changes in estimates
for claims incurred in prior years 95,207 155,548
Claims and expenses paid ( 66,156 ) {( 122573 )
Balance - end of year $ 245040 $ 215989

It is reasonably possible that this estimate could change materially in the near term.
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December 31, 2007

NOTE N: PROPERTY TAXES AND TAXES RECEIVABLE

The County property tax is levied each December 1 and July 1 on the taxable valuation of property located in the
County as of the preceding December 31.

Beginning with the 2004 tax levy the State mandated the creation of a Revenue Sharing Reserve fund into which
one-third of the County’s 2004 to 2006 ad valorem operating tax was recognized. The purpose of the fund was to
accumulate reserves of the County's own local funds froern which an amount similar to Revenue Sharing payments,
formerly made by the State, will be made back to the General Fund. As part of this process, the County's tax levy
was shifted over the three year period from winter to summer.

The County's Winter 2006 and Summer 2007 ad valorem taxes were levied and collectible on December 1, 20086,
and July 1, 2007, respectively. It is the County's policy to recognize revenues from the tax levy in the year when
the proceeds of the levy are budgeted and made available for the financing of County cperations. As a result, the
County's Winter 2006 and Summer 2007 tax levies have been recognized as revenue in the current fiscal year.

The 2007 taxable value of Branch County amounted to $1,248,291,632 on which ad valorem taxes levied
consisted of 47562 mills for general operations, 0.7333 mills for Commission on Aging, 0.7500 mills for
Emergency 911 services, 0.4852 mills for the Jail, and 0.1000 mills for Veteran's relief.

The property taxes levied at December 1 are accrued as current taxes receivable with the appropriate deferral and
are budgeted as revenue in the subsequent year in the Jail Millage, Emergency Services, Commission on Aging,
and Soldiers and Sailors (Special Revenue) Funds. The property taxes levied at July 1 are budgeted as revenue
in the year of the levy in the General Fund. Taxes are collected by the various tax collecting units from the date of
the levy to December 31, and remitted to the County through the Trust and Agency Fund for distribution to the
General and Special Revenue Funds. These amounts have been reported as undistributed collections in the Trust
and Agency Fund.

Taxes receivable recorded in the respective funds at December 31, 2007, are as follows:

Special Revenue Enterprise
Delinguent
Tax
Taxes Soldiers & Jail Emergency Commission Revolving
Receivable General Sailors Millage Services cn Aging Fund Total
Current $ 621,133 $ 124,829 § 605671 $ 936219 $ 915372 § - $3,203,224
Delinquent - - - - - 1487634 1487634

$.621133 § 124829 § 605671 §$ 936219 § 915377 $1487634 $4.690.858

The delinquent portion of the taxes receivable represents unpaid real property taxes in the Delinquent Tax
Revolving Fund.

By agreement with the various taxing authorities, the County purchases at face value the real property taxes
returned delinquent each March 1 {or September 14 for the summer levy of Villages), and records a corresponding
delinquent taxes receivable. Real property taxes nct ultimately collected are charged back to the General, Special
Revenue, and Debt Service Funds and all other taxing authorities affected. Past experience has indicated that
such chargebacks should not be material and, as a result, there has been no establishment of an amount for
uncollectible taxes receivable in any of the funds. This activity is accounted for in the Delinquent Tax Revolving
Fund.
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NOTE O: FUND EQUITY RESERVES AND DESIGNATIONS

Reserved fund balance is used to earmark a portion of fund balance to indicate that it is not appropriate for
expenditure or has been legally segregated for a specific future use. Designated fund equity indicates that portion
of fund balance or net assets which the County has set aside for specific purposes. These reserves and
designations are recorded at the fund level to indicate management plans for these funds.

The following are the various fund balance reserves as of December 31, 2007:
PRIMARY GOVERNMENT

General Fund
Reserved for

Veterans $ 260
Remonumentation 16,5635
SCAAP Grant 12,728
Advances 174.000
203,523
Special Revenue Funds
Plat Book Fund

Reserved for inventories 370

Clock Tower Fund
Reserved for clock tower expenditures 5710
TOTAL PRIMARY GOVERNMENT 209,603

COMPONENT UNITS

Drainage Districts
Capital Projects Funds
Regular Drain
Reserved for inventories 27,153

Debt Service Funds
Regular Drain

Reserved for debt service 317,983

Lake Level
Reserved for debt service 30,000
375,136

Board of Public Works
Debt Service Funds
Coldwater/Long Lake Sewer Supplemental

Reserved for debt service 169,578
Sewer #2 Refunding

Reserved for debt service 408,474

578,052

TOTAL COMPONENT UNITS 953,188

TOTAL REPORTING ENTITY $ 1,162,791
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NOTE O: FUND EQUITY RESERVES AND DESIGNATIONS - CONTINUED

The following are the various fund equity designations as of December 31, 2007:

PRIMARY GOVERNMENT
Special Revenue Funds
Commission on Aging Facility
Designated for debt service $  320.000

COMPONENT UNITS
Drainage Districts
Capital Projects Funds

Regular Drain

Designated for capital expenditures $ 456,276
Lake Level
Designated for capital expenditures 134,105
Hodunk/Messger Lake
Designated for capital expenditures 82.919
673,300

Board of Public Works
Special Revenue Funds
Water and Sewer
Designated for capital expenditures 21,360
Capital Projects Funds
Lake Maintenance

Designated for capital expenditures 182,699
204,059
TOTAL COMPONENT UNITS $ 877,359

NOTE P: RESTRICTED NET ASSETS

Restrictions of net assets shown in the government-wide and fiduciary financial statements indicate that
restrictions imposed by the funding source or some other outside source which precludes their use for unrestricted
purposes. The following are the various net asset restrictions as of December 31, 2007:

PRIMARY GOVERNMENT
Governmental Activities
Public Safety

Jail millage $ 85,891

Other Purposes
Tax administration $ 112,663
Commission on Aging 200,056
Commission on Aging facility 351,039
Revenue Sharing Reserve 2,500,699
$ 3.164.457
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NOTE P: RESTRICTED NET ASSETS - CONTINUED

PRIMARY GOVERNMENT - CONTINUED
Business-type Activities
Restricted for other purposes
Delinquent Tax Revolving Fund

Restricted for tax administration 3 65,250
Medical Care Facility
Restricted for memorials 28,258
$ 93508
COMPONENT UNITS
Community Health Center
Restricted for specific purposes $ 1,588,965

Drainage Districts
Restricted for debt service $ 324131

NOTE Q: CONTRACTUAL COMMITMENTS

The Maple Lawn Medical Care Facifity has entered info various contracts related to capital improvement projects
that were not completed at December 31, 2007. The total contractual commitments outstanding at December 31,
2007, totaled $2,440,291. The commitments are expected to be paid utilizing existing fund equity.

NOTE R: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

In the required supplementary information to the financial statements, the County's budgeted expenditures in the
General Fund and major Special Revenue Fund have been shown at the functional classification level. The
approved budgets of the County have been adopted at the activity level for the General Fund and the total
expenditure level for the Special Revenue Funds.

During the year ended December 31, 2007, the County incurred expenditures in the General Fund, Revenue
Sharing Reserve Fund, and Commission on Aging Fund in excess of the amounts appropriated as follows:

Amounts Amounts
Appropriated Expended Variance
General Fund
General Government

County administrator $ 147,958 $ 148,597 $ 639

Probate court 707,475 707,753 278

Clerk 332,045 332,289 244

Payrollfaccounts payable 112,827 117,790 4,963

Treasurer 257,723 259,237 1,514

Cooperative extension 162,848 164,182 1,334

Drain Commission 128,195 128,207 12
Revenue Sharing Reserve Fund -0- 750 750
Commission on Aging Fund 890,881 915,354 24,473
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Branch County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - REVENUES AND
OTHER FINANCING SOURCES

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Taxes
Current and delinquent property taxes $ 5,769,467 $ 5,762,979 $ 5,980,918 $ 217,939
Industrial and commercial facilities tax 92,000 116,715 116,714 (1)
Payments in lieu of taxes 4,500 11,219 11,218 {1
Mohbile home park taxes 4,000 3,555 3,555 -0-
Interest and penalties - 2,454 2,449 {5)
Real estate transfer tax 165,000 136,275 136,274 (1)
Total taxes 6,034,967 6,033,197 6,251,128 217,931
Licenses and permits
Dog licenses 90,000 82,989 82,989 -0-
Soil erosion permits 7,700 7,790 7,129 {661)
Marriage license fees 1,900 1,553 1,553 -0-
Gun permits 3,000 1,820 1,820 -0-
Transient merchant licenses 50 25 25 -0-
Total licenses and permits 102,650 94 177 93,516 {661)
Intergovernmental - Federal/State
Cooperative reimbursement - Prosecutor 78,500 78,500 75,234 (3,266)
Probate Judge'’s salary 94,195 102,290 102,290 -0-
Judicial salary standardization 137,172 137,172 137,172 -0-
Juvenile Director's salary 28,511 27.411 27,317 {94)
Court equity 285,000 285,000 283,790 (1,210)
Traffic safety program 99,351 103,418 102,015 (1,403)
Marine safety program 25,900 27,508 57,773 30,265
District Court case flow assistance 12,000 18,267 17,718 (549}
State remonumentation 66,952 66,952 66,952 -0-
Convention and tourism tax 136,963 136,963 - (136,963}
Cigarette tax 25,569 22,097 22,097 -0-
Liquor license fees 9,200 9,200 9,118 (82)
State election reimbursement 16,150 20,318 20,304 (14)
Total intergovernmental - Federal/State 1,015,463 1,035,096 921,780 {113,316)
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Branch County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - REVENUES AND
OTHER FINANCING SOURCES - CONTINUED

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
REVENUES - CONTINUED
Charges for services
District Court costs $ 804000 $ 747468 $ 745110 § (2,358)
District Court services 331,540 329,323 325,418 {3.905)
Circuit Court costs 55,000 55,323 59,864 4,541
Circuit Court services 27,850 22,330 22,329 (1)
Probate Court services 34,000 35,927 35,650 (277)
Prosecuting Attorney services 11,600 15,350 15,103 (247)
County Treasurer services 15,890 16,337 15,709 (628)
County Clerk services 91,700 98,777 98,655 (122)
Register of Deeds services 228,850 195,977 196,291 314
General services 80,600 87,594 89,568 1,974
Sheriff department services 267,211 237,654 237,499 (155)
Sheriff departrent inspection fees 7,500 5,067 5,066 (1)
Care of prisoners 95,000 81,145 75,911 (5,234)
Animal shelter services 9,000 33,277 33,277 -0-
Equalization services 20,350 23,941 23,931 (10}
Total charges for services 2,080,091 1,985,490 1,979,381 {6,109)
Fines and forfeits
Ordinance fines and costs 110,150 88,876 88,832 (44)
Bond forfeitures 31,000 33,290 32,515 __{775)
Total fines and forfeits 141,150 122,166 121,347 (812)
Interest and rents
interest on investments 200,300 264,477 262,783 (1,694)
Rental fees 406,325 406,325 406,325 -0-
Total interest and rents 606,625 670,802 669,108 (1,694)
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Branch County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - REVENUES AND
OTHER FINANCING SOURCES - CONTINUED

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Qriginal Final Actual (Negative)
REVENUES - CONTINUED
Other
Sale of scrap $ 5,000 ) 12,646 $ 12,645 $ (1)
Insurance recoveries and refunds 100,000 149,816 113,066 (36,750}
Reimbursements and refunds
General 57,850 153,347 153,388 41
Audit 17,000 19,050 19,050 -0-
Maintenance 44,150 46,256 46,449 193
Friend of the Court - Indirect costs 207,653 135,697 135,697 -0-
Pay phone commissions 50,000 53,637 53,636 (1)
Other 57,400 79,911 80,006 95
Total other 539,053 650,360 613,937 - (36,423)
TOTAL REVENUES 10,519,999 10,591,288 10,650,197 58,909
OTHER FINANCING SOURCES
Transfers from other funds
Delinquent Tax Revolving 572,890 572,890 635,139 62,249
Tax Administration 9,955 9,955 9,955 -0-
Revenue Sharing Reserve 903,551 903,551 903,551 -0-
Jail Millage 574,218 574,218 574,218 -0-
TOTAL OTHER FINANCING
SOURCES 2,060,614 2,060,614 2,122,863 62,249
TOTAL REVENUES AND
OTHER FINANCING SOURCES $12,580,613 $ 12,651,902 $ 12,773,060 $ 121,158
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Branch County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - EXPENDITURES AND
OTHER FINANCING USES BY ACTIVITY

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
EXPENDITURES
General government
Board of Commissioners $§ 135621 $§ 138,634 $ 130,874 3 7,760
Circuit Court 209,649 214,640 213,610 1,030
District Court 1,043,119 1,035,803 1,032,899 2,904
Jury Board 4,629 3,748 3,610 138
State prisoner trials 4,500 5,081 5,080 1
Probate Court 708,837 707,475 707,753 {278)
County administrator 148,246 147,958 148,597 (639)
Elections 44,820 17,793 16,629 1,164
Computer service 152,426 150,432 145,527 4,905
Clerk 343,207 332,045 332,289 (244)
Payroll/faccounts payable 114,302 112,827 117,790 (4,963)
Microfilm 14,798 14,100 13,847 253
Equalization 277,026 277,534 275,867 1,667
Prosecuting Attorney 606,543 600,592 599,916 676
Prosecutor - public defender 230,000 234,845 234,845 -0-
Register of Deeds 181,574 177,392 176,274 1,118
County survey and remonumentation 66,952 66,952 66,903 49
Treasurer 277,979 257,723 259,237 (1,514)
Cooperative extension 164,888 162,848 164,182 {1,334)
Building and grounds 546,044 591,578 557,990 33,588
Drain commissioner 128,571 128,195 128,207 {12)
General services 148,687 148,399 146,102 2,297
Total general government 5,552,418 5,526,594 5,478,028 48,566
Public safety
Sheriff 1,693,319 1,709,078 1,675,170 33,908
Sheriff reserve 5,550 6,435 5,649 786
Sheriff posse 4,466 4,395 4,283 112
Traffic and safety program 138,032 140,557 136,682 3,875
Marine safety 51,149 51,779 50,193 1,586
Jail 2,139,620 2,099,314 2,043,200 56,114
Animal control 149,020 172,887 168,688 4,199
Total public safety 4,181,156 4,184,445 4,083,865 100,580
Public works
Department of public works 9,208 9,458 8,279 1,179
Drains 38,318 38,318 38,317 1
Roads and Bridges 25,000 25,000 25,000 -0-
Total public works 72,526 72,776 71,596 1,180
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Branch County, Michigan

General Fund

BUDGETARY COMPARISON SCHEDULE - EXPENDITURES AND
OTHER FINANCING USES BY ACTIVITY - CONTINUED

Year Ended December 31, 2007

EXPENDITURES - CONTINUED
Health and welfare
Medical examiner
Veterans counselors
Substance abuse
Commission on Aging
Branch-Hillsdale-St. Joseph
Community Health Agency

Pines Behavioral Health Services
Other

Total health and welfare

Community and economic development
Planning commission

Recreation and cultural
Fair/4-H premiums

Other
Workers' compensation insurance
Insurance
Professional services
Other
Total other
Capital outlay

Debt service

TOTAL EXPENDITURES

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
52,750 $ 53,850 53,809 $ 41
40,642 42,609 42,471 138
68,482 68,482 - 68,482
5,205 5,205 5,205 -0-
281,877 281,877 281,877 -0-
180,000 180,000 180,000 -0-
51,049 48,598 40,098 8,500
680,005 680,621 603,460 77,161
7,848 7,593 7,505 88
2,000 2,000 2,000 -0-
10,000 15,100 15,061 39
312,855 312,855 253,231 59,624
322,975 337,584 113,643 223,941
5,000 10,000 10,000 -0-
650,830 675,539 391,935 283,604
23,323 154,072 144,404 9,668
49,351 49,351 49,351 -0-
11,219,457 11,352,991 10,832,144 520,847
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Branch County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - EXPENDITURES AND
OTHER FINANCING USES BY ACTIVITY - CONTINUED

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {(Negative)
OTHER FINANCING USES
Transfers to other funds
DHS 3 25,000 $ 25,000 $ 25,000 $ -0-
Building Authority - DHS 281,877 202,227 201,969 258
Child Care - Probate Court 406,840 406,840 406,840 -0-
Child Care - DHS 62,000 62,000 62,000 -0-
County Surveyor 4,500 4,500 4,500 -0-
Airport 60,000 60,000 60,000 -0-
Emergency Services 36,840 36,840 36,840 -0-
Friend of the Court 180,260 180,260 180,260 -0-
Law Library 10,000 10,000 10,000 -0-
Community Corrections 15,000 15,000 15,000 -0-
Building Authority - Courthouse 100,382 127,700 127,700 -0-
Building Authority - Human Services 80,863 105,525 105,525 -0-
Building Authority - Refunding 2002 97,594 125,268 125,268 -0-
TOTAL OTHER FINANCING USES 1,361,156 1,361,160 1,360,902 258
TOTAL EXPENDITURES AND
OTHER FINANCING USES $12,580,613 $12,714,151 $ 12,193,046 $ 521,105
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Branch County, Michigan

Revenue Sharing Reserve Fund

BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

REVENUES
Interest

EXPENDITURES
Other

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING USES
Transfers out

NET CHANGE IN FUND BALANCE
Fund balance, beginning of year

Fund balance, end of year

Variance with

Budgeted Amounts Final Budget
Positive

Qriginal Final Actual {Negative)
$ 25,000 $ 25000 $ 90,060 $ 65,060
- - 750 {750)
25,000 25,000 89,310 65,810
(903,551) {903,551) (903,551) -0-
(878,551) {878,551) {814,241) 64,310
3,314,940 3,314,940 3,314,940 -0-
$ 2,436,389 $ 2,436,389 $ 2,500,699 $ 64,310
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Branch County, Michigan
Commission on Aging Fund
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual {Negative)
REVENUES
Taxes 577,305 $ 577,305 $ 568,596 $ (8,709)
Intergovernmental 83,296 83,296 95,515 12,219
Charges for services 124,750 124,750 163,391 38,641
Interest and rents 22,000 22,000 26,783 4,783
Other 4,000 4,000 21,854 17,854
TOTAL REVENUES 811,351 811,351 876,139 64,788
EXPENDITURES
Current
Health and welfare 858,231 874,131 902,580 {28,449)
Capital outlay 18,750 16,750 12,774 3,976
TOTAL EXPENDITURES 874,981 890,881 915,354 {24,473)
EXCESS OF REVENUES
(UNDER) EXPENDITURES (63,630) {79,530) (39,215) 40,315
OTHER FINANCING SQURCES
Transfers in 63,630 63,630 63,630 -0-
NET CHANGE IN FUND BALANCE -0- {15,900) 24,415 40,315
Fund balance, beginning of year 175,641 175,641 175,641 -0-
Fund balance, end of year 175,641 $ 159,741 $ 200,056 3 40,315
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Branch County, Michigan
Emergency Services Fund

BUDGETARY COMPARISON SCHEDULE

Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES
Taxes $ 829,500 $ 829,500 $ 885,387 $ 55,887
Intergovernmental - Federal/State 30,024 30,024 2,981 (27,043)
Charges for services 192,500 192,500 271,848 79,348
Interest and rents 4,000 4,000 44,079 40,079
Other
Reimbursements - - 7,220 7,220
TOTAL REVENUES 1,056,024 1,056,024 1,211,515 155,491
EXPENDITURES
Current
Health and welfare 1,109,907 1,109,907 989,990 119,917
Debt service 200,000 200,000 14,930 185,070
Capital outlay 211,000 211,000 24,589 186,411
TOTAL EXPENDITURES 1,520,907 1,520,907 1,029,509 491,398
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES (464,883) {464,883) 182,008 646,889
OTHER FINANCING SOURCES
Transfers in 36,840 36,840 36,840 -0-
NET CHANGE IN FUND BALANCE {428,043) {428,043) 218,846 646,889
Fund balance, beginning of year 810,733 810,733 810,733 -0-
Fund balance, end of year $ 382,690 $ 382690 $ 1,029,579 $ 646,889
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Branch County, Michigan
Jail Millage Fund
BUDGETARY COMPARISON SCHEDULE
Year Ended December 31, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual ___[Negative)
REVENUES
Taxes $ 571,218 $§ 571,218 $ 572,761 3 1,543
Interest and rents 3,000 3,000 2,240 (760)
TOTAL REVENUES 574,218 574,218 575,001 783
EXPENDITURES
Current
Public safety 2,950 2,950 450 2,500
EXCESS OF REVENUES OVER
EXPENDITURES 571,268 571,268 574,551 3,283
OTHER FINANCING USES
Transfers out {574,218) (574,218) (574,218) -0-
NET CHANGE IN FUND BALANCE {2,950) {2,950) 333 3,283
Fund balance, beginning of year 85,558 85,558 85,558 -0-
Fund balance, end of year $ 82,608 % 82,608 $ 85,891 5 3,283
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ASSETS
Cash and cash equivalents
Taxes receivable
Inventories
Due from other governmental units -
Federal/State

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued payroll
Other accrued liabilities
Due to other funds
Advance from State
Deferred revenue

TOTAL LIABILITIES

FUND BALANCES
Reserved for:
Inventories
Clock tower expenditures
Unreserved
Designated for debt service
Undesignated, reported in:
Special revenue funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AND FUND BALANCES

Branch County, Michigan
Nonmajor Governmental Funds
COMBINING BALANCE SHEET

December 31, 2007

Special
Marriage Sheriff's
Counseling Training Parks

$ 4,951 $ 2,853 30,828
$ 4,951 % 2,853 30,828
$ - $ - 5,533
-0- -0- 5,533
4,951 2,853 25,295
4,951 2,853 25,295
$ 4951  § 2,853 30,828
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Revenue

Mental Health Solid Waste
Friend of the Tax Building Management Plat
Court Administration Maintenance Planning Books
$ (144442) $ 112663 $ 15759 § 2,208 1
- - - - 370
158,093 - - - -
5 13,651 $ 112,663 $ 15,759 5 2,208 371
$ 1,158 $ - $ 123 $ - -
7,035 - - - -
538 - - - -
8,731 -0- 123 -0- -0-
- - - - 370
4,920 112,663 15,636 2,208 1
4,920 112,663 15,636 2,208 371
3 13,651 3 112,663 3 15,759 $ 2,208 371
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Branch County, Michigan
Nonmajor Governmental Funds
COMBINING BALANCE SHEET - CONTINUED

December 31, 2007

Special
Juvenile Sheriff's
Animal Day Care Special
Shelter Program Investigation
ASSETS
Cash and cash equivalents 3 1,078 $ (173) % 17,044
Taxes receivable - - -
Inventories - - -
Due from other governmental units -
Federal/State - 13,620 -
TOTAL ASSETS $ 1,078 $ 13,447 $ 17,044
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ - % 4,391 $ -
Accrued payroll - 5,319 -
Other accrued liabilities - 407 -
Due to other funds - - -
Advance from State - - -
Deferred revenue - - -
TOTAL LIABILITIES -0- 10,117 -0-
FUND BALANCES
Reserved for;
Inventaries - - -
Clock tower expenditures - - -
Unreserved
Designated for debt service - - -
Undesignated, reported in:
Special revenue funds 1,078 3,330 17,044
TOTAL FUND BALANCES 1,078 3,330 17,044
TOTAL LIABILITIES
AND FUND BALANCES $ 1,078 3 13,447 3 17,044
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Revenue

Prosecutor's Sheriff's Child Care -
Special Salvage Community Probate
Investigation Inspection Law Library Corrections DHS Court

$ 22,106 $ 19,949 $ 6,733 $ 897 57,396 $ 306,964
- - - 1,065 - -
$ 22,106 $ 19,949 $ 6,733 3 1,962 57,396 $ 306,964
$ - $ - $ 1,091 $ 990 931 $ 15,691
- - - - - 4,234
- - - - - 324
- - - - 34,000 -
-0- -0- 1,091 990 34,931 20,249

22,106 19,949 5,642 972 22,465 286,715
22,106 19,949 5,642 972 22,465 286,715

$ 22,106 $ 19,949 b 6,733 $ 1,962 57,396 $ 306,964
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Branch County, Michigan

Nonmajor Governmental Funds

COMBINING BALANCE SHEET - CONTINUED

ASSETS
Cash and cash equivalents
Taxes receivable
Inventories
Due from other governmental units -
Federal/State

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued payroll
Other accrued liabilities
Due to other funds
Advance from State
Deferred revenue

TOTAL LIABILITIES

FUND BALANCES
Reserved for:
Inventories
Clock tower expenditures
Unreserved
Designated for debt service
Undesignated, reported in;
Special revenue funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AND FUND BALANCES

-7f2-

December 31, 2007

Special
Child Care - Building County
DHS Inspection Surveyor

$ 17,687 $ 83,745 $ 1,634
400 - -
$ 18,087 $ 83,745 $ 1,634
$ 9,312 $ 18 $ -
- 5,239 -
- 401 -
9,312 5,658 -0-
8,775 78,087 1,634
8,775 78,087 1,634
$ 18,087 $ 83,745 $ 1,634




Revenue

Veterans' Soldiers and Victims' MSU
Trust Sailors Rights Grants Airport
538 3 63,563 $ 1,023 3 112 78,178
- 124,829 - - -
538 3 188,392 3 1,023 3 112 78,178
75 $ 972 % - % - 753
- - 792 - -
- - 61 - -
- 124,829 - - -
75 125,801 853 -0- 753
463 62,501 170 112 77,425
463 62,591 170 112 77,425
538 3 188,392 $ 1,023 $ 112 78,178
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ASSETS
Cash and cash equivalents
Taxes receivable
Inventories
Due from other governmental units -

Federal/State

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Accrued payroll
Other accrued liabilities
Due to other funds
Advance from State
Deferred revenue

TOTAL LIABILITIES

FUND BALANCES

Reserved for:
Inventories

Clock tower expenditures

Unreserved

Designated for debt service
Undesignated, reported in:
Special revenue funds

TOTAL FUND BALANCES

TOTAL LIABILITIES
AND FUND BALANCES

Branch County, Michigan

Nonmajor Governmental Funds

COMBINING BALANCE SHEET - CONTINUED

December 31, 2007

-74 -

Special

Commission Register of
on Aging Clock Deeds
Facility Tower Automation
$ 616,238 5710 $ 34,057
$ 616,238 5,710 $ 34,057
$ - - 5 -
- - 661

- - 51

5,199 - -
5,199 -0- 712

- 5,710 -

320,000 - -
291,039 - 33,345
611,039 5,710 33,345

$ 616,238 5,710 $ 34,057




Revenue Debt Service
Locai Building Building
Homestead Homeland Correction Authority - Authority - Authority -

Property Tax Security Grant  Officer Training DHS Hospital
$ 4,402 $ 49,935 $ 46,176 $ - $ - -
3 4,402 3 49,935 3 46,176 3 -0- $ -0- -0-
$ -3 -3 -3 -3 - -
-0- -0- -0- -0- -0- -0-
4,402 49,935 46,176 - - -
4,402 49,935 46,176 -0- -0- -0-
5 4,402 3 49,935 % 46,176 5 -0- 3 -0- -0-
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Branch County, Michigan
Nonmajor Governmental Funds
COMBINING BALANCE SHEET - CONTINUED
December 31, 2007
Pebt Service
Building Building Building

Authority - Authority - Authority -
Human Services  Courthouse Refunding

ASSETS
Cash and cash equivalents $ - 3 - % -
Taxes receivable - - -
Inventories - - -
Due from other governmental units -
Federal/State - - -

TOTAL ASSETS $ 0- $ -0- $ -0-

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ - $ - $ -
Accrued payroll - - -
Other accrued liabilities - - -
Due to other funds - - -
Advance from State - - -
Deferred revenue - - -

TOTAL LIABILITIES -0- -0- -0-

FUND BALANCES
Reserved for:
Inventories - - -
Clock tower expenditures - - -
Unreserved
Designated for debt service - - -
Undesignated, reported in:
Special revenue funds - - -

TOTAL FUND BALANCES -0- -0- -0-

TOTAL LIABILITIES
AND FUND BALANCES $ -0- $ -0- $ -0-
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Total
Nonmajor
Governmental
Funds

$ 1,459,813
124,829
370

173,178

$ 1,758,190

$ 41,038
23,280

1,782

5,199

34,000

124,829

230,128

370
5,710

320,000

1,201,982

1,528,062

$ 1,758,180
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Branch County, Michigan

Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

Year Ended December 31, 2007

REVENUES

Taxes

Licenses and permits

intergovernmental -
Local
Federal/State

Charges for services

Fines and forfeits

Interest and rents

Other

TOTAL REVENUES

EXPENDITURES

Current
General government
Public safety
Health and welfare
Recreation and culturat

Capital cutlay

Debt service

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES {(USES)
Transfers in

Transfers out

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
Fund bhalances (deficits), beginning of year

Fund balances, end of year

-78 -

Special
Marriage Sheriff's
Counseling Training Parks
3 - - $ -
3,990 - -
- - 366,399
3,990 -0- 366,399
285 - -
- 4,703 -
- - 259,558
- - 86,096
- - 5,784
285 4,703 351,438
3,705 (4,703) 14,961
-0- -0- -0-
3,705 {4,703) 14,961
1,246 7,556 10,334
3 4,951 2,853 $ 25,295




Revenue

Mental Health Solid Waste
Friend of the Tax Building Management
Court Administration Maintenance Planning

$ - $ 8,027 3 - $ - -
612,455 - - - -
79,815 - 4,500 - -
1,532 - - - -
693,802 8,027 4,500 -0- -0-
854,728 546 18,987 - -
- - - 285 -
854,728 546 18,987 285 -0-
{160,926) 7,481 (14,487) (285) -0-
180,260 - - - -
- (9,955) - - -
180,260 {9,955) -0- -0- -0-
19,334 (2,474) (14,487) (285) -0-
{14,414) 115,137 30,123 2,493 371
$ 4,920 % 112,663 $ 15,636 $ 2,208 371
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Branch County, Michigan
Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - CONTINUED

Year Ended December 31, 2007

Special
Juveniie Sheriff's
Animal Day Care Special
Shelter Program Investigation
REVENUES
Taxes $ - 3% - % -
Licenses and permits - - -
Intergovernmental -
Local - - -
Federal/State - 93,193 -
Charges for services - - -
Fines and forfeits - - 7,010
Interest and rents - - 491
Other 384 1,631 -
TOTAL REVENUES 384 94,824 7.501
EXPENDITURES
Current
General government - - -
Public safety 285 - 4,124
Health and welfare - 229,731 -
Recreation and cultural - - -
Capital outlay - - -
Debt service - - -
TOTAL EXPENDITURES 285 229,731 4,124
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 99 (134,907) 3,377
OTHER FINANCING SOURCES (USES)
Transfers in - 148,537 -
Transfers out - - -
TOTAL OTHER FINANCING
SQOURCES (USES) -0- 148,637 -0-
NET CHANGE IN FUND BALANCES Q9 13,630 3,377
Fund balances (deficits), beginning of year 979 {10,300) 13,667
Fund balances, end of year $ 1,078 3 3,330 3 17,044
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Revenue

Prosecutor's Sheriff's Child Care -
Special Salvage Community Probate
Investigation Inspection Law Library Corrections DHS Court

$ - $ - $ - $ - $ - $ -
- - - 34,303 103,938 331,245
- 1,400 - - - -
1,948 - 4,500 - - -
724 400 - - - -
- - - 75 12,652 26,153
2,672 1,800 4,500 34,378 116,590 357,698
- - 14,091 - - -
3,642 7,074 - 49,068 - -
- - - - 136,752 573,924
3,642 7,074 14,091 49,068 136,752 573,924

(970) (5,274) {9,591) (14,690) {20,162) (216,226)
- - 10,000 15,000 25,000 406,840

- : - - - - {148,537)
-0- -0- 10,000 15,000 25,000 258,303
{970) (5,274) 409 310 4,838 42,077
23,076 25,223 5,233 662 17,627 244,638
$ 22,106 $ 19,949 3 5,642 $ 972 $ 22,465 $ 286,715
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Branch County, Michigan

Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - CONTINUED

Year Ended December 31, 2007

REVENUES

Taxes

Licenses and permits

Intergovernmental -
Local
Federai/State

Charges for services

Fines and forfeits

Interest and rents

Other

TOTAL REVENUES

EXPENDITURES

Current
General government
Public safety
Health and welfare
Recreation and cultural

Capital outlay

Debt service

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SQURCES (USES)
Transfers in
Transfers out

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES

Fund balances (deficits), beginning of year

Fund balances, end of year

Special
Child Care - Building County
DHS Inspection Surveyor

$ - 3 - $ -
- 350,572 -

35,753 - -

- 28 -

- 33 -

23,585 1,012 -
59,338 351,645 -0-

- - 4,535

- 351,928 -

94,879 - -
94,879 351,928 4,535
(35,541) (283) (4,535)
62,000 - 4,500
62,000 -0- 4,500
26,459 (283) (35)
(17,684) 78,370 1,669

$ 8,775 $ 78,087 $ 1,634
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Revenue

Veterans' Soldiers and Victims' MSU
Trust Sailors Rights Grants Airport

- $ 117,934 $ - $ - $ -

4,104 - 44,238 1,041 38,289

- - - - 47,565

- 920 408 - 169

4,104 118,924 44,646 1,041 86,023

- - - 1,041 71,146

4,100 107,010 47,067 - -

- - - - 27,330

4,100 107,010 47,067 1,041 98,476

4 11,914 (2,421) -0- {12,453)

- - - - 60,000

-0- -0- -0- -0- 60,000

4 11,914 (2,421) -0- 47,547

459 50,677 2,591 112 20,878

463 $ 62,591 3 170 ) 112 $ 77,425
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Branch County, Michigan
Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - CONTINUED

Year Ended December 31, 2007

Special
Commission Register of
on Aging Clock Deeds
Facility Tower Automation
REVENUES
Taxes $ 297,044 5 - $ -
Licenses and permits - - -
Intergovernmental -
Local - - -
Federal/State - - -
Charges for services - - 45,215
Fines and forfeits - - -
Interest and rents 27,073 47 2,193
Other - 27 40
TOTAL REVENUES 324,117 74 47,448
EXPENDITURES
Current
General government - 980 64,815
Public safety - - -
Health and welfare 382 - -
Recreation and cultural - - -
Capital outlay 9,031 - -
Debt service - - -
TOTAL EXPENDITURES 9,413 980 64,815
EXCESS OF REVENUES OVER
{(UNDER) EXPENDITURES 314,704 (906) (17,367)
OTHER FINANCING SOURCES (USES)
Transfers in - - -
Transfers out (144,298) - -
TOTAL OTHER FINANCING
SOURCES (USES) {144,298) -0- -0-
NET CHANGE IN FUND BALANCES 170,406 {906) {17,367)
Fund balances (deficits}, beginning of year 440,633 6,616 50,712
Fund balances, end of year $ 611,039 3 5,710 $ 33,345
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Revenue Debt Service
Local Building Building Building
Homestead Homeland Correction Authority - Authority - Authority -
Property Tax Security Grant  Officer Training COA DHS Hospital
$ - % -8 - $ - % - -
- - - - - 375,196
- 10,123 - - - -
- - 16,600 - - -
4,377 - 808 - - -
4,377 10,123 17,408 -0- -0- 375,196
- 285 16,658 - - -
- 18,564 - - - -
- - - 80,668 201,969 375,196
-0- 18,849 16,658 80,668 201,969 375,196
4,377 (8,726) 750 (80,668) {201,969) -0-
- - - 80,668 201,969 -
-0- -0- -0- 80,668 201,969 -0-
4,377 (8,726) 750 -0- -0- -0-
25 58,661 45,426 - - -
$ 4,402 $ 49,935 $ 46,176 $ -0- $ -0- -0-
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Branch County, Michigan
Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - CONTINUED

Year Ended December 31, 2007

Debt Service

Building Building Building
Authority - Authority - Authority -
Human Services  Courthouse Refunding

REVENUES
Taxes $ - 3 - 3 -
Licenses and permits - - -
Intergovernmental -
Local - - 168,042
Federal/State - - -
Charges for services - - -
Fines and forfeits - - -
Interest and rents - - -
Other - - -

TOTAL REVENUES -0- -0- 168,042

EXPENDITURES

Current
General government - - -
Public safety - : - -
Health and welfare - - -
Recreation and cultural - - -

Capital outlay - - -

Debt service 105,525 127,958 293,310

TOTAL EXPENDITURES 105,525 127,958 293,310

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (105,525) (127,958) (125,268)

OTHER FINANCING SOURCES (USES}
Transfers in 105,525 127,700 125,268
Transfers out - - -

TOTAL OTHER FINANCING

SOURCES (USES) 105,525 127,700 125,268
NET CHANGE iN FUND BALANCES -0- {258) -0-
Fund balances (deficits), beginning of year - 258 -

Fund balances, end of year $ -0- $ -0- $ -0-
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Total
Nonmajor
Governmental
Funds

$ 423,005
354,562

543,238
1,308,682
513,957
13,491
83,678
68,958

3,309,571

1,031,154
437,767
1,194,130
259,558
141,021
1,190,410

4,254,040
(944,469)

1,563,267
{302,790)
1,250,477
306,008
1,222,054

$ 1,528,082
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Branch County, Michigan
Internal Service Funds
COMBINING STATEMENT OF NET ASSETS

December 31, 2007

Revolving Employee
Drain Health Insurance
Equipment Management Total
ASSETS
Current assets
Cash and cash equivalents $ 37,614 $ 32,069 $ 69,683
Inventory 3,811 - 3,811
TOTAL ASSETS 41,425 32,089 73,494
LIABILITIES
Current liabilities
Accounts payable - 4,973 4,973
Due to other governmental units 4,138 - 4,138
Total current liabilities 4,138 4,973 9,111
Noncurrent liabilities
Advance from other funds 10,000 20,000 30,000
TOTAL LIABILITIES 14,138 24,973 39,111
NET ASSETS
Unrestricted $ 27,287 $ 7,096 $ 34,383
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Branch County, Michigan
Internal Service Funds
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

Year Ended December 31, 2007

Revolving Employee
Drain Heaith Insurance
Equipment Management Total
OPERATING REVENUES
Charges for services $ 2,144 $ 72117 $ 74,261
OPERATING EXPENSES
Fringe benefits - 64,021 64,021
Depreciation 50 - 50
Other 960 1,000 1,960
TOTAL OPERATING EXPENSES 1,010 65,021 66,031
OPERATING INCOME 1,134 7,096 8,230
NONOPERATING REVENUES
Interest revenue 1,197 - 1,197
CHANGE IN NET ASSETS 2,33 7.096 9,427
Net assets, beginning of year 24,956 - 24,956
Net assets, end of year $ 27,287 $ 7,096 $ 34,383
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Branch County, Michigan

Internal Service Funds

COMBINING STATEMENT OF CASH FLOWS

Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers
Cash paid to suppliers
Cash paid for employee benefits

NET CASH PROVIDED BY
OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Advance from other funds

CASH FLOWS FROM INVESTING ACTIVITIES
Interest revenue

NET INCREASE IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of operating income to net cash
provided by operating activities
Operating income
Adjustments to reconcile operating income
to net cash provided by operating activities
Depreciation
Increase in accounts payable

NET CASH PROVIDED
BY OPERATING ACTIVITIES
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Revolving Employee
Drain Health Insurance
Equipment Management Total
$ 2,144 $ 72,117 74,261
(960) {1,000) {1,960)
- (59,048) (59,048}
1,184 12,069 13,253
- 20,000 20,000
1,197 - 1,197
2,381 32,069 34,450
35,233 - 35,233
% 37,614 3 32,069 69,683
$ 1,134 $ 7,096 8,230
50 - 50
- 4,973 4,973
$ 1,184 $ 12,069 13,253




Branch County, Michigan
Agency Funds
COMBINING STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

December 31, 2007

Trust and
Agency Library Total
ASSETS
Cash $ 1,086,892 $ 38,668 $ 1,125,560
LIABILITIES
Undistributed collections B 407 $ - $ 407
Defendant bonds payable 171,310 - 171,310
Due to other governmental units
Federal/State 45,063 - 45,063
Local 826,082 - 826,082
BDue to individuals and agencies 44,030 38,668 82,698
TOTAL LIABILITIES % 1,086,892 b 38,668 5 1,125,560
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Branch County, Michigan

Component Unit Funds

COMBINING BALANCE SHEET - DRAINAGE DISTRICTS

December 31, 2007

Debt Service Capital
Regular Lake Regular
Drain Level Drain
ASSETS
Cash and cash equivalents $ - 5 - 3 540,149
Special assessments receivable 684,397 - 98,650
Inventories - - 27,153
Due from other governmental units - - 4,138
Due from other funds 95,778 30,000 -
TOTAL ASSETS 3 780,175 $ 30,000 $ 670,090
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ - 9% - 9% -
Due to other funds - - 175,161
Advance from other governmental units - - -
Deferred revenue 462,192 - -
Notes payable - - 11,500
TOTAL LIABILITIES 462,192 -0- 186,661
FUND BALANCES
Reserved for debt service 317,983 30,000 -
Reserved for inventories - - 27,153
Unreserved
Designated for capital expenditures - - 456,276
TOTAL FUND BALANCES 317,983 30,000 483,429
TOTAL LIABILITIES AND FUND BALANCES $ 780,175 3 30,000 $ 670,090
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Projects

Lake Hodunk/
Drain Lake Level Messger
Revolving Level Revolving Lake Total
$ 20,618 165,092 $ 8,291 3 82,919 $ 817.069
- - - - 783,047
- - - - 27,153
- - - - 4,138
79,382 - 709 - 205,869
$ 100,000 165,092 $ 9,000 3 82,919 $ 1,837,276
$ - 279 3 - % - $ 279
- 30,708 - - 205,869
100,000 - 9,000 - 109,000
_ . - - 462,192
- - - - 11,500
100,000 30,987 9,000 -0- 788,840
- - - - 347,983
- - - - 27,153
- 134,105 - 82,919 673,300
-0- 134,105 -0- 82,919 1,048,436
$§ 100,000 165,092 $ 9,000 3 82,919 $ 1,837,276
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Branch County, Michigan
Compoenent Unit Funds

RECONCILIATION OF THE COMBINING BALANCE SHEET TO
THE STATEMENT OF NET ASSETS - DRAINAGE DISTRICTS

December 31, 2007

Total fund balances - governmental funds $ 1,048,436
Amounts reported for the governmental activities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 3,999,562
Accumulated depreciation is (2,386,932)
Capital assets, net 1,612,630

Long-term receivables are not available to pay for current period
expenditures and therefore deferred in the funds. These consist of:

Deferred revenue 462,192
Long-term liabilities are not due and payable in the current period

and therefore are not reported as liabilities in the funds.
Long-term liabilities at year-end consist of:

Notes payable 347,583
Accrued interest payable 23,852
(371,435)
Net assets of governmental activities $ 2,751,823
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Branch County, Michigan

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

Component Unit Funds

IN FUND BALANCES - DRAINAGE DISTRICTS

Year Ended December 31, 2007

REVENUES
Interest
Other
Special assessments

TOTAL REVENUES

EXPENDITURES
Current
Public works
Debt service
Principal
Interest and fiscal charges

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES
Long-term note proceeds

NET CHANGE IN FUND BALANCES
Fund balances, beginning of year

Fund balances, end of year

Debt Service Capital
Regular Lake Regular
Drain Level Drain
3 - § - 3 22,097
34,914 - 392,053
34,914 -0- 414,150
- - 454,200
120,930 - -
7,442 - -
128,372 -0- 454,200
(93,458) -0- (40,050)
93,000 - -
(458) -0- {40,050)
318,441 30,000 523,479
$ 317,983 $ 30,000 $ 483,429
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Projects

Lake Hodunk/
Drain Lake Level Messger
Revolving Level Revolving Lake Total
- § 4,939 $ - $ 2,921 $ 29,957
- 80,197 - 90,420 597,584
-0- 85,136 -0- 93,341 627,541
- 15,224 - 58,377 527,801
- - - - 120,930
- - - - 7,442
-0- 15,224 -0- 58,377 656,173
-0- 69,912 -0- 34,964 (28,632)
- - - - 93,000
-0- 69,912 -0- 34,964 64,368
- 64,193 - 47,955 984,068
-0- $ 134,105 $ -0- $ 82,919 $ 1,048,435
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Branch County, Michigan
Component Unit Funds
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES - DRAINAGE DISTRICTS

Year Ended December 31, 2007

Net change in fund balances - total governmental funds $ 64,368
Amounts reported for governmental activities in the statement of activities are different because:
Capital outlays are reported as expenditures in governmental funds. However, in the

statement of activities, the cost of capital assets is ailocated over their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay $ 185764
Depreciation expense (177,168)
Excess of capital outlay over depreciation expense 8,596

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds. In the current period, these amounts consist of:

Change in deferred revenue 21,820

Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term

liabilities and the borrowings increase long-term liabilities in the statement of net assets.

In the current year, these amounts consist of:

Long-term debt proceeds (93,000)
Note principal retirement 120,930
27,930
Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:
Change in accrued interest payable (10,354)
Change in net assets of governmental activities 3 112,360
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Branch County, Michigan

Cormponent Unit Funds

COMBINING BALANCE SHEET - BOARD OF PUBLIC WORKS

December 31, 2007

ASSETS
Cash and cash equivalents
Special assessment receivable
Capital assets not being depreciated
Capital assets, net of accumulated depreciation

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable
Accrued payroll
Other accrued liabilities
Deferred revenue
Advance from other governmental units

TOTAL LIABILITIES

FUND EQUITY
Net assets
Invested in capital assets,
net of related debt
Unrestricted
Fund balances
Reserved for debt service
Unreserved
Designated for capital expenditures
Undesignated, reported in
Special revenue funds

TOTAL FUND EQUITY

TOTAL LIABILITIES
AND FUND EQUITY
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Special
Revenue Debt Service
Coldwater/
Water Long Lake
and Sewer Sewer #2
Sewer Supplemental Refunding
% 55,355 $ 76,477 $ 71,416
- 823,231 4,864,541
$ 55,355 3 899,708 $ 4,935,957
3 - 5 - 3 -
- 730,130 4,527,483
-0- 730,130 4,527 483
- 169,578 408,474
21,360 - -
33,995 - -
55,355 169,578 408,474
3 55,355 $ 899,708 $ 4,935,957




Capital Internal
Projects Enterprise Service
DPW Ovid
Lake Operation and Treatment BPW
Maintenance Sewer Maintenance Plant Revolving Total
$ 182,699 $ 344,163 $ 105,975 $ 215,532 $ 50,723 $ 1,102,340
- - - - - 5,687,772
- 913,064 - 183,779 - 1,096,843
- 1,489,792 - 9,687,447 - 11,177,239
$ 182,699 § 2,747,019 $ 105,975 $ 10,086,758 $ 50,723 $ 19,064,194
$ - $ 306 $ 2,813 $ 648 $ - $ 3,767
- - 2,336 - - 2,336
- - 179 - - 179
- - - - - 5,257,613
- - - - 35,000 35,000
-0- 306 5,328 648 35,000 5,298,895
- 2,402,856 - 9,871,226 - 12,274,082
- 343,857 100,647 214,884 15,723 675,111
- - - - - 578,052
182,699 - - - - 204,059
- - - - - 33,995
182,699 2,746,713 100,647 10,086,110 15,723 13,765,299
$ 182,699 $ 2,747,019 $ 105,975 $ 10,086,758 $ 50,723 $ 19,064,194
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Branch County, Michigan
Component Unit Funds

RECONCILIATION OF THE COMBINING BALANCE SHEET TO
THE STATEMENT OF NET ASSETS - BOARD OF PUBLIC WORKS

December 31, 2007

Total fund balances - governmental funds $ 816,106
Amounts reported for the governmental activities in the statement of net assets are different because:

Internal Service Funds are used by management to charge the costs

of certain activities to individual funds. The assets and liabilities

of the Internal Service Funds are included in the governmental activities
in the Government-wide Statement of Net Assets

Net assets of governmental activities
accounted for in Internal Service Funds 15,723

Long-term receivables are not available to pay for current period
expenditures and therefore are not reported as assets in the funds.
Long-term receivables at year-end consist of:

Deferred portion of special assessments 5,257,613
Governmental funds report the difference between the carrying amount of the defeased debt
and its reacquisition price when debt is first issued, whereas these amounts are deferred and
amortized in the Statement of Nef Assets. These amounts consist of:

Unamortized defeased debt 122,747
Long-term liabilities are not due and payable in the current period

and therefore are not reported as liabilities in the funds.
Long-term liabilities at year-end consist of:

Direct obligations $ 4,395,000
Accrued interest payable 26,810
(4,421,810)
Net assets of governmental activities $ 1,790,379
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Branch County, Michigan

Component Unit Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUND TYPES - BOARD OF PUBLIC WORKS

REVENUES
Interest
Other

Special assessments

Miscellaneous

TOTAL REVENUES

EXPENDITURES
General government
Other
Debt service
Principal

Interest and fiscal charges

Capital outlay
Construction

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
Fund balances, beginning of year

Fund balances, end of year

Year Ended December 31, 2007

Special
Revenue Debt Service
Coldwater/
Water Long Lake
and Sewer Sewer #2
Sewer Supplemental Refunding
3 1,922 $ - $ 5,960
12,600 109,061 394,694
390 - -
14,912 109,061 400,654
375 440 472
- - 235,000
- - 164,028
7,224 - -
7,599 440 399,500
7,313 108,621 1,154
- - 100,000
- (100,000) -
-0- {100,000) 100,000
7.313 8,621 101,154
48,042 160,957 307,320
$ 55,355 $ 169,578 $ 408,474
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Capital

Projects
Lake
Maintenance Total

b 8,365 3 16,247
- 516,355

- 390

8,365 532,992

125 1,412

- 235,000

- 164,028

8,375 15,599

8,500 416,039

(135) 116,953

- 100,000
- (100,000)

-0- -0-

(135) 116,953
182,834 699,153

$ 182,699 $ 816,106
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Branch County, Michigan
Component Unit Funds
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES - BOARD OF PUBLIC WORKS

Year Ended December 31, 2007

Net change in fund balances - total governmental funds $ 116,953
Amounts reported for governmental activities in the statement of activities are different because:

Internal service funds are used by management to charge the costs of
certain activities to individual funds.

Net income from governmental activities accounted
for in Internal Service Funds 1,200

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds. In the current period, these amounts consist of:

Change in deferred revenue (39,945)

Repayment of long-term debt and borrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term

liabilities and the borrowings increase long-term liabilities in the statement of net assets.

Also, governmental funds report the effect of the difference between the carrying amount of
defeased debt and its reacquisition price when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities. In the current year, these amounts consist of:

Amortization of defeased debt $ (8,768)
Bond principal retirement 235,000
226,232
Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:
Change in accrued interest payable 980
Change in net assets of governmental activities $ 305420
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Branch County, Michigan

Component Unit Funds

COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUND TYPES - BOARD OF PUBLIC WORKS

OPERATING REVENUES
intergovernmental - local
Charges for services
Other

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personal services
Fringe benefits
Operating supplies
Contractual services
Depreciation
Other

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NONOPERATING REVENUES
Interest revenue

NET INCOME (LOSS)
Net assets, beginning of year

Net assets, end of year
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Year Ended December 31, 2007

Enterprise
DPW Ovid
Operation and Treatment
Sewer Maintenance Plant

- b 3,024 5 -

96,774 221,414 141,534
415 - 50,364
97,189 224,438 191,898

- 118,796 402

- 38,708 -

- 9,084 4,127

90,051 9,123 149,499
81,530 - 244,832
34,946 49,073 44,214
206,527 224,784 443,074
(109,338) (346) (251,176)
13,486 - -
{95,852) (346) {251,176)
2,842,565 100,993 10,337,286
2,746,713 $ 100,647 $ 10,086,110




Internal

Service
BPW
Revalving Total
- $ 3,024
- 459,722
1,200 51,979
1,200 514,725
- 119,198
- 38,708
- 13,211
- 248,673
- 326,362
- 128,233
-0- 874,385
1,200 (359,660)
-, 13,486
1,200 (346,174)
14,523 13,295,367

15,723 $ 12,949,193
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Branch County, Michigan
Component Unit Funds

COMBINING STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPES -
BOARD OF PUBLIC WORKS

Year Ended December 31, 2007

Enterprise
DPW Ovid
Operation and Treatment
Sewer Maintenance Plant
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from users $ 122,133 $ 224,438 $ 228,731
Cash paid to suppliers (124,774) (71,539) (198,008)
Cash paid to employees - (118,358) {402)
Cash paid for employee benefits - {38,708) -
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES (2,641) (4,167) 30,321
CASH FLOWS FROM INVESTING ACTIVITIES
Interest revenue 13,486 - -
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS DURING YEAR 10,845 {4,167) 30,321
Cash and cash equivalents, beginning of year 333,318 110,142 185,211
Cash and cash equivalents, end of year $ 344,163 $ 105,975 $ 215,532
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities
Operating income (loss) $ (109338) &% (346) § (251,176)
Adjustments to reconcile operating income (loss)
to net cash provided (used) by operating activities
Depreciation 81,530 - 244,832
Decrease in accounts receivable 24,944 - 36,833
Increase (decrease) in accounts payable 223 {4,259) (168)
Increase in accrued payroll - 407 -
Increase in accrued liabilities - 31 -
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES $ (2641) § (4,167) & 30,321
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Internal

Service
BPW
Revolving Total
$ 1,200 $ 576,502
- {394,321)
- {118,760)
- (38,708)
1,200 24,713
- 13,486
1,200 38,199
49,523 678,194

$ 50,723 $ 716,393

$ 1,200 $ (359,660}

- 326,362
- 61,777
- (4,204)
- 407
- 31

$ 1,200 $ 24,713
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Branch County, Michigan
Component Unit Funds
BALANCE SHEET - HOUSING COMMISSION

December 31, 2007

Special
Revenue
ASSETS
Cash and cash equivalents $ 32,434
Loans receivable 7,317
TOTAL ASSETS 3 39,751
LIABILITIES AND FUND BALANCE
LIABILITIES
Deferred revenue $ 7,317
FUND BALANCE
Unreserved - undesignated 32,434
TOTAL LIABILITIES :
AND FUND BALANCE 3 39,751

- 108 -



Branch County, Michigan
Component Unit Funds

RECONCILIATION OF THE BALANCE SHEET TO
THE STATEMENT OF NET ASSETS - HOUSING COMMISSION

December 31, 2007

Total fund balance - governmental fund $ 32,434
Amounts reported for the governmental activities in the statement of net assets are different because:
Long-term receivables are not available to pay for current period
expenditures and therefore deferred in the funds. These consist of:

Deferred revenue 7,317

Net assets of governmental activities 3 39,751
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Branch County, Michigan
Component Unit Funds

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE - HOUSING COMMISSION

Year Ended December 31, 2007

REVENUES
Intergovernmental - Federal/State
Other
TOTAL REVENUES

EXPENDITURES
Health and welfare

NET CHANGE IN FUND BALANCE

Fund balance, beginning of year

Fund balance, end of year
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$

3

Special
Revenue

53,496
903

54,399

85,357

(30,958)
63,392

32,434



Branch County, Michigan
Component Unit Funds
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE OF GOVERNMENTAL FUND
TO THE STATEMENT OF ACTIVITIES - HOUSING COMMISSION

Year Ended December 31, 2007

Net change in fund kalance - total governmental fund 3 (30,958)
Amounts reported for governmental activities in the statement of activities are different because:

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds. In the current period, these amounts consist of:

Change in deferred revenue -

Change in net assets of governmental activities 5 {30,958)
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REPQORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Branch County
Coldwater, Michigan

We have audited the financial statements of the governmental activities, the business-type aclivities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information
of Branch County, Michigan as of and for the year ended December 31, 2007, and have issued our report thereon
dated July 1, 2008. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In ptanning and performing our audit, we considered Branch Counly’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the County's internal control over financial
reporting. Accordingly, we do not express an opinion on the effecliveness of the County’s internal control over
financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified cerlain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a controf does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a contro! deficiency, or combination of control deficiencies, that adversely affects the
County's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihcod that a misstatement of the
County's financial statements that is more than inconsequential will not be prevented or detected by the County's
internal control. We consider the following deficiencies to be significant deficiencies in internal control over
financial reporting.

2006-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAFP

Condition: As part of the audit process, the County, like many other governments, has historically relied on the
independent auditors to assist in the preparation of the government-wide and fund financial statements, as well as
the retated notes to the financial statements, as part of its external financial reporting process. It is more cost
effective to outsource the preparation of the annual financial statements to the independent auditors than to incur
the time and expense of having the employees andfor management oblain the necessary training and expertise
required to perform this task internally. The County requires the assistance of the independent auditors to prepare
its financial stalements in accordance with accounting principles generally accepted in the United States of
America (GAAP).

East Lansing = Rochester Hills = St. Johns
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2006-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP - CONTINUED

Criteria: Governmental entities are required to issue financial statements that are prepared in accordance with
GAAP. Statement on Auditing Standards No. 112 (SAS 112), Communicating Internal Confrol Related Matters
Identified in an Audil, emphasizes that responsibility for the financial statements rests with the County's
management, The preparation of financial statements in accordance with GAAP requires internal controls over
both {1} recording, processing, and summarizing accounting data (i.e., maintaining internal accounting records),
and (2) reporting government-wide and fund financial statements, including the related note disclosures (i.e.,
external financial reporting).

Effect: The County relies, in part, on the independent auditors for assistance with the preparation of annual
financiat statements and related notes to the financial statements in accordance with GAAP. This reliance makes
the independent auditors effectively part of the County's internal controls. By definition, independent auditors
cannot be part of the County's internal controls.

Recommendation: We recommend the County consider providing applicable employees with training that would
allow them fo attain the qualifications required to fully understand the GAAP financial statement preparation
process. Should the County choose not to address this issue, management and the Board of Commissioners
should realize that an increased risk is present.

This recommendation is not intended to imply that the County’s contractual arrangement with the independent
auditors, which includes preparation of the financial statements, is improper or should be changed. SAS 112 does
not require that management actually prepare the financial statements, but it requires the independent auditors to
comment when the applicable internal controls are not in place.

Corrective Action Response: The County will review applicable training and certification that will suppert the
preparation and understanding of procedures and allocate the resources necessary to support this training.

2007-1 RECONCILIATION TO THE GENERAL LEDGER AND BANK RECONCILIATIONS

Condition: During our analysis of the Department of Human Services for Branch County, we noted that revenue
and expenditure accounts maintained in the County’'s computerized general ledger were not reconciled with the
general ledger maintained by the State of Michigan Department of Human Services for the year ended December
31, 2007.

Criteria: Internal control is a process - effected by an entity's board of directors, management, and other
personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following
categories: (a) reliability of financial reporting, (b} effectiveness and efficiency of operations, and {c) compliance
with applicable laws and regulations.

Internal control consists of five interrelated components:

a. Conirol environment sets the tone of an organization, influencing the control consciousness of its people.
It is the foundatiorr for all other components of internal control, providing discipline and structure.

b. Risk assessment is the entity's identification and analysis of relevant risk to achievement of its objectives,
forming a basis for determining how the risks should be managed.

c. Control activities are the policies and procedures that help ensure that management directives are carried
out.

d. Information and communication systems support the identification, capture, and exchange of information
in a form and time frame that enable people to carry out their responsibilities.

e. Monitoring is a process that assesses the quality of internal control performance over time.

The completion of bank reconciliations and other reconciliations is considered a monitoring activity and essential
to sound internal control.

Effect: The reconciliation of accounts with the general ledger are a significant part of the internal controls of the
Department. By not performing such reconcitiations, the Department is not maintaining sufficient internal
controls.

Recommendation: We recommend that the Department review and reconcile all accounts monthly and ensure

that the balances are agreed with the computerized general ledger prior to audit fieldwork. The review should
be documented with the reviewer’s initials and date of review and be retained for audit purposes.
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2007-1 RECONCILIATION TO THE GENERAL LEDGER AND BANK RECONCILIATIONS - CONTINUED

Corrective Action Response: In an effort to reconcile the County's general ledger with the State of Michigan
D.H.S. general ledger we will receive a balance sheet of the month's activity from D.H.S. for comparison.

2007-2 LACK OF SUPPORTING DOCUMENTATION

Condition: During our review and testing of internal controls over credit card disbursements, we identified certain
opportunities to strengthen internal controls over the purchasing and disbursement procedures. Specifically, we
noted that supporting documentation could not be located for four (4) of ten (10) Home Depot purchases selected.

Criteria: Adequate controls over disbursements include obtaining invoices for all purchases to ensure
appropriateness of all charges. These invoices should be attached to the credit card bill and retained for audit
purposes.

Cause: Procedures are not currently in place or properly implemented which prevent cash disbursements when
an invoice is not present.

Effect: Without adequate controls in place, the County is exposed to an increased risk of fraud.

Corrective Action Response: The County will work toward having all material journal entries completed before
auditing fieldwork begins in the future.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Qur consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. We consider the deficiencies described below to be material
weaknesses in internal control over financial reporting.

2007-3 MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Condition: Material journal entries for the proper recognition of taxes receivable and related deferred revenue,
accounts receivable, grants receivable, accounts payable, and depreciation were proposed by the auditors.
These misstatements were not detected by the County's internal control over financial reporting. These entries
were brought to the attention of management and were subsequently recorded in the County’s general ledger.

Criteria: Statement on Auditing Standards No. 112 {SAS 112), Communicating Internal Controf Related Matters
Identified in an Audif, emphasizes that management is responsible for establishing, maintaining, and monitoring
internal controls, and for the fair presentation in the financial statements of financial position, results of
operations, and cash flows (where applicable}, including the noles to the financial statements, in conformity with
U.S. generally accepted accounting principles. The auditor cannot be a part of internal controls.

Effect: Through the identification of material journal entries that were not otherwise identified by management,
the auditors are effectively part of the County's internal controls.

Recommendation: We recommend that the County take steps to ensure that material journal entries are not
necessary at the time future audit analysis is performed.

Corrective Action Response: The County will work with the auditor to understand these entries and work toward
internal control procedures to ensure these are identified and addressed by the County’s internal controls.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether the County's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
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2007-4 UNFAVORABLE BUDGET VARIANCES

Condition: During our review of the County’s compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for various activities in the General Fund and various Special Revenue
Funds. This issue was noted and reported in our audit comments last year.

Criterfa: The Uniform Budgeting and Accounting Act requires the County to amend the original adopted budget
“as soon as it hecomes apparent that a deviation from the original general appropriations act is necessary and the
amount of the deviation can be determined”. The Act also states that “an administrative officer of the local unit
shall not incur expenditures against an appropriation account in excess of the amount appropriated by the
legislative body".

Cause: The County’s budget was not amended as it became apparent that expenditures would exceed the
amounts appropriated for various activities of the General Fund and various Special Revenue Funds.

Effect: The County adopted the budget for the General Fund at the activity level and at the total fund level for the
Special Revenue funds. Having unfavorable budget variances as described above, the County is not in
compliance with Public Act 621 of 1978, as amended.

Corrective Action Response: This year the County has implemented controls, e.g. quarterly and mid-year
reviews to monitor the expenditures and revenues in an effort to provide a means to make adjustments if
necessary. We will gauge the effectives of these controls in our ability to identify and take corrective action.

2007-5 ESCHEAT UNCLAIMED PROPERTY TO THE STATE OF MICHIGAN

Condition: During our audit, it was noted that the County had outstanding checks, which were up to five (5) years
old, listed on their Trust Agency Fund as the escheats account. The County holds five (5) years worth of
outstanding checks before the County escheats these to the State.

Criteria: The Michigan Public Act 29 of 1995 provides that the County report and escheat unclaimed property to
the State of Michigan in the year after they have been outstanding for more than one year.

Effect: The County is not in compliance with the Michigan Public Act 29 of 1895.

Recommendation; We recommend the County attempt to contact the payees in an effort to clear old outstanding
checks. In the event that the rightful property owners cannot be located, we recommend the County review their
unclaimed property and escheat funds to the State of Michigan as necessary.

Corrective Action Response: We have examined instructions on escheating unclaimed property to the State of
Michigan and recognize that we had somehow overlooked the section that explained the one year time frame.
We will begin escheating at one year.

The County's response to the finding identified in our audit is described above. We did not audit the County’s
response and, accordingly, we express no apinion on it.

This report is intended solely for the information and use of management, the Board of Commissioners of Branch

County, others within the County, and federal awarding agencies and pass-through entities and is not intended to
be and should not be used by anyane other than these specified parties.

Qoabcun 4 DBofapan T.c.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

July 1, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
of Branch County
Coldwater, Michigan

Compliance

We have audited the compliance of Branch County, Michigan with the types of compliance requirements described
in the U.S. Office of Management and Budget (OMB} Circular A-133 Compliance Supplement that are applicable
to each of its major federal programs for the year ended December 31, 2007. Branch County’s major federal
programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants appiicable to each
of its major federal programs is the responsibility of Branch County's management. Our responsibility is to express
an opinton on Branch County's compliance based on our audit. '

Branch County's basic financial statements include the operations of the Branch-Hillsdale-St. Joseph Community
Health Agency, which expended $3,468,940 in federal awards during the year ended September 30, 2007, and the
Branch County Road Commission, which expended $584,864 in federal awards during the year ended December
31, 2007. OQur audit, described below, did not include the operations of the Branch-Hillsdale-St. Joseph
Community Heaith Agency or the Branch County Road Commission because the component units have. engaged
us and other auditors to perform separate audits in accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the Uniled States; and OMB Circular A-133, Audits of States, Local
Governments, and Nonprofit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about Branch County's compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of Branch
County's compliance with those requirements.

In our opinion, Branch County complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ending December 31, 2007.

Internal Control Over Compliance

The management of Branch County is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered Branch County's internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of Branch County's internal control over compliance. ’
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A confrol deficiency in an entity's intemal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned functions,
to prevent or detect noncompliance with a type of compliance requirement of a federal program on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity's ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than inconsequential
will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity's internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of Branch
County, Michigan as of and for the year ended December 31, 2007, and have issued our report thereon dated
July 1, 2008. Our audit was performed for the purpose of forming opinions on the financial statements that
collectively comprise Branch County's basic financial statements. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of management, the Board of Commissioners, others

within the entity, and Federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

Cenctown 4 D@l PoC.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

July 1, 2008



Branch County

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended December 31, 2007

Federal Grantor/Pass-Through Grantor/Program Title

PRIMARY GOVERNMENT
U.S. DEPARTMENT OF JUSTICE
Passed through Michigan Department of State Police
Bulletproof Vest Partnership Program

Passed through Michigan Department of Community Health
Edward Byrne Memorial Justice Assistance Grant Program
FY 06-07
FY 07-08

TOTAL U.S. DEPARTMENT OF JUSTICE

U.S. DEPARTMENT OF EDUCATION
Passed through the State Office of Drug Control Policy
Safe and Drug Free Schools and Communities
(Governor's Discretionary Funds}
Juvenile Day Treatment Pilot Program
FY 08-07
FY 07-08

TOTAL U.S. DEPARTMENT OF EDUCATION

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through State Department of Office on Services to the Aging

and Branch-Hillsdale-5t. Joseph Community Health Agency
Title 11I-D Special Programs for the Aging
{Disease Prevention and Health Promotion Services)
FYy 06-07
Fy 07-08

Title IlI-B Special Programs for the Aging

{Chore, Case Coordination, Homecare Assistance, In-Home Respite,

and Information and Assistance)
Fy 06-07
Fy 07-08

Title lll-E Special Programs for the Aging
{Nation Family Caregiver Support Program)
FY 06-07
FY 07-08

Passed through Michigan Department of Human Services
Title IV-D, Child Support Enforcement®

Cooperative Reimbursement Program - Friend of the Court®

2006-2007
2007-2008

Cooperative Reimbursement Program - Prosecuting Attorney(a)

2006-2007
2007-2008

CFDA Pass-Through
Number Grantors Number Expenditures
16.607 N/A $ 4,066
16.738
2007-2037 47,525
2008-2240 10,217
57,742
61,808
84.186A
2007-1894 25,240
2008-2320 10,211
35,451
93.043
N/A
N/A 565
Q27
1,492
93.044
N/A 15,817
N/A 4,689
20,506
93.052
N/A 14,936
N/A 5,111
20,047
93.563
CSIFOC-07-12001 384,180
CS/FOC-08-12001 116,621
CS/PA-Q7-12002 52,443
CS/PA-08-12002 14,274



Branch County

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED

Year Ended December 31, 2007

CFDA
Federal Grantor/Pass-Through Grantor/Program Title

PRIMARY GOVERNMENT - CONTINUED
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES - CONTINUED
Passed through Michigan Department of Human Services - Continued
Title IV-D, Child Support Enforcement - Continued!®
Federal Incentive Payments - FOC!®
2005-2006
2006-2007
2007-2008

Foster Care (Title IV-E)®
2006-2007
2007-2008

93.658

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through Michigan Department of Natural Resources
Boating Safety Financial Assistance 97.012
Passed through Michigan Department of State Police
Emergency Management Performance Grant 97.042
TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY
TOTAL PRIMARY GOVERNMENT

COMPONENT UNIT - HOUSING COMMISSION
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed through Michigan State Housing Development Authority
Community Development Block Grant - State's Program
Housing Commission FY 07-08

14.228

TOTAL EXPENDITUES OF FEDERAL AWARDS

Number

Pass-Through
Grantors Number

Expenditures

N/A
N/A
N/A

PROFC-05-12001
PROFC-05-12001

N/A

N/A

MSC-2007-0773-HOA

% 15,326
39,523

12,906

635,273

3,466
793
4,259

681,577

30,265

10,123
40,388

819,224

4,191

3 823,415



Branch County, Michigan
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

December 31, 2007

NOTE A: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of Branch
County, Michigan and is presented on the modified accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and
Nonprofit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented
in or used in the preparation of the basic financial statements, which are reconciled in Note C.

NOTE B: SUMMARY OF SIGNIFICANT EXPLANATIONS OF SCHEDULE

The following descriptions identified below as {a) - (c) represent explanations that cross reference to amounts on
the Schedule of Expenditures of Federal Awards:

(a) Reimbursements of these contracts are passed through the State. The amounts reported on the Schedule
of Expenditures of Federal Awards represent the Federal portion of the respective amounts based on the
following percentages of Federal participation:

CFDA
Program Number Percent
Cooperative Reimbursement 93.563 66%
Foster Care 93.658 50

(b) The reimbursements for the IV-D Incentive Payments Program are based on support payments collected.
Expenditures have been reported to the extent of earned revenues.

(¢} Denotes programs tested as "major programs”.

NOTE C: RECONCILIATION TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The following reconciles the federal revenues reported in the December 31, 2007 basic financial statements to the
expenditures of the County administered federal programs reported on the Schedule of Expenditures of Federal
Awards:

Federal/ Less: Federal

State State Award
Revenue Revenue Expenditures

PRIMARY GOVERNMENT
GENERAL FUND

Cooperative reimbursement - Prosecutor $ 75,234 $ 8,517 3 66,717
Marine safety program 57,773 27,508 30,265
Traffic safety program 102,015 97,949 4,066
Other Programs 686,758 686,758 -0-
TOTAL GENERAL FUND 921,780 820,732 101,048



Branch County, Michigan
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
December 31, 2007

NOTE C: RECONCILIATION TO SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE EXPENDITURES -
CONTINUED

Federal/ Less: Federal
State Siate Award
Revenue Revenue Expenditures
PRIMARY GOVERNMENT - CONTINUED
SPECIAL REVENUE FUNDS
Friend of the Court $ 612,455 $ 39,640 $ 572,815
Juvenile Day Care Program 93,193 - 93,193
Commission on Aging 95,515 53,470 42,045
Homeland Security Grant 10,123 - 10,123
Other Funds 595,892 595,892 -0-
TOTAL SPECIAL REVENUE FUNDS 1,407,178 689,002 718,176
TOTAL PRIMARY GOVERNMENT 2,328,958 1,609,734 819,224
COMPONENT UNITS
Housing Commission 53,496 49,305 4,191
TOTAL REPORTING ENTITY $ 2382454 $ 1.559.039 $ 823415
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ABRAHAM & GAFFNEY, P.C,

Certified Public Accountants

3511 Coolidge Road

Suite 100

East Lansing, Ml 48823

[517) 3516836
FAX: (517) 351-6837

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
of Branch County
Coldwater, Michigan

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, the aggregate discretely presented component units, and the aggregate remaining fund information of
Branch County, Michigan as of and for the year ended December 31, 2007, which collectively comprise Branch
County's basic financial statements and have issued our report thereon dated July 1, 2008. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Branch County's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the basic financial
statements, but not for the purpose of expressing an opinion on the effectiveness of Branch County's internal
contro! over financial reporting. Accordingly, we do not express an opinion on the effecliveness of Branch
County's internal control over financial reporting.

Qur consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified certain
deficiencies in internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
County's ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
County's financial statements that is more than inconsequential will not be prevented or detected by the County's
internal control. We consider the deficiencies descrnbed as Findings 2006-1, 2007-1, and 2007-2 in the
accompanying schedule of findings and questioned costs to be significant deficiencies in internal control over
financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by
the County's internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies and, accordingly, wouid not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. We consider the deficiency described below as Finding 2007-3 in the
accompanying schedule of findings and questioned costs to be a malerial weakness.

East Lansing = Rochester Hills = St. Johns
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Branch County's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of
our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards and which
are described in the accompanying schedule of findings and questioned costs as Findings 20074 and 2007-5.

Branch County’s responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. We did not audit Branch County's responses and, accordingly, we express no
opinion on them.

This report is intended solely for the information and use of management, the Board of Commissioners of Branch

County, others within the County, and the Federal award agencies and is not intended to be, and should not be,
used by anyone other than these specified parties.

Qtomcbos~ & Heflren, PC.

ABRAHAM & GAFFNEY, P.C.
Certified Public Accountants

July 1, 2008



Branch County, Michigan

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended December 31, 2007

Section | - Summary of Auditor’s Results

Financial Statements
Type of auditor’s report issued:
internal control over financial reporting:
Material weakness(es) identified?

Significant deficiencies identified that are not
considered to be material weakness(es)?

Noncompliance material to financial statements noted?
Federal Awards
Internal control over major programs:

Material weakness(es) identified?

Significant deficiencies identified that are not
considered to be material weakness(es)?

Type of auditor's report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported with
Section 501(a} of Circular A-1337

Identification of major programs:

CFDA Number{s)

Ungualified
X Yes
X Yes
Yes
Yes
Yes
Unqualified
Yes

No
No
X No
X No

X None reported

Name of Federal Program or Cluster

93.563

Dollar threshold used to distinguish between Type A and
Type B programs:

Auditee qualified as low-risk auditee?

Child Support Enforcement (Title 1V-D)

$ 300,000

X

Section |l - Financial Statement Findings

Yes

No

2006-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP

Condition: As part of the audit process, the County, like many other governments, has historically relied on the
independent auditors to assist in the preparation of the government-wide and fund financial statements, as well as
the related notes to the financial staternents, as part of its external financial reporting process. It is more cost
effective to outsource the preparation of the annual financial staternents to the independent auditors than to incur
the time and expense of having the employees and/er management obtain the necessary training and expertise
required to perform this task internally. The County requires the assistance of the independent auditors to prepare
its financial statements in accordance with accounting principles generally accepted in the United States of

America (GAAP).



Branch County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended December 31, 2007

Section Il - Financial Statement Findings - continued

2006-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP - CONTINUED

Criteria; Governmental entities are required to issue financial statements that are prepared in accordance with
GAAP. Statement on Auditing Standards No. 112 (SAS 112), Communicaling Internal Conirol Related Matters
Identified in an Audit, emphasizes that responsibility for the financial statements rests with the County's
management, The preparation of financial statements in accordance with GAAP requires internal controls over
both (1) recording, processing, and summarizing accounting data (i.e., maintaining intermnal accounting records),
and (2) reporting government-wide and fund financial statements, including the related note disclosures (i.e.,
external financial reporting).

Effect: The County relies, in part, on the independent auditors for assistance with the preparation of annual
financial statements and related notes to the financial statements in accordance with GAAP. This reliance makes
the independent auditors effectively part of the County's internal controls. By definition, independent auditors
cannot be part of the County’s internal controls.

Recommendation: We recommend the County consider providing applicable employees with fraining that would
allow them to attain the qualifications required to fully understand the GAAP financial statement preparation
process. Should the County choose not to address this issue, management and the Board of Commissioners
should realize that an increased risk is present.

This recommendation is not intended to imply that the County’s contractual arrangement with the independent
auditors, which includes preparation of the financial statements, is improper or should be changed. SAS 112 does
not require that management actually prepare the financial statements, but it requires the independent auditors to
comment when the applicable internal controls are not in place.

Corrective Action Response: The County will review applicable training and certification that will support the
preparation and understanding of procedures and allocate the resources necessary to support this training.

2007-1 RECONCILIATION TO THE GENERAL LEDGER AND BANK RECONCILIATIONS

Condition: During our analysis of the Department of Human Services for Branch County, we noted that revenue
and expenditure accounts maintained in the County’s computerized general ledger were not reconciled with the
general ledger maintained by the State of Michigan Department of Human Services for the year ended December
31, 2007.

Criteria: Internal control is a process - effected by an entity's board of directors, management, and other
personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following
categories: (a} reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance
with applicable laws and regulations.

Internal control consists of five interrelated components:

a. Control environment sets the tone of an organization, influencing the control consciousness of its people.
It is the foundation for all other components of internal control, providing discipline and structure.

b. Risk assessment is the entity's identification and analysis of relevant risk to achievement of its objectives,
forming a basis for determining how the risks should be managed.

c. Control activities are the policies and procedures that help ensure that management directives are carried
out.

d. Information and communication systems support the identification, capture, and exchange of information
in a form and time frame that enable people to carry out their responsibilities.

e. Monitoring is a process that assesses the quality of internal control performance over time.



Branch County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended December 31, 2007

Section Il - Financial Statement Findings - continued

2007-1 RECONCILIATION TO THE GENERAL LEDGER AND BANK RECONCILIATIONS - CONTINUED

The completion of bank reconciliations and other reconciliations is considered a monitoring activity and essential
to sound internal control.

Effect: The reconciliation of accounts with the general ledger are a significant part of the internal controls of the
Department. By not performing such reconciliations, the Department is not maintaining sufficient internal
controls.

Recommendation: We recommend that the Department review and reconcile all accounts monthly and ensure
that the balances are agreed with the computerized general ledger prior to audit fieldwork. The review should
be documented with the reviewer's initials and date of review and be retained for audit purposes.

Corrective Action Response: In an effort to reconcile the County's general ledger with the State of Michigan
D.H.S. general ledger we will receive a balance sheet of the month’s activity from D.H.S. for comparison.

2007-2 LACK OF SUPPORTING DOCUMENTATION

Condition: During our review and testing of internal controls over credit card disbursements, we identified certain
opportunities to strengthen internal controls over the purchasing and disbursement procedures. Specifically, we
noted that supporting documentation could not be located for four {4) of ten (10) Home Depot purchases selected.

Criteria:  Adequate controls over disbursements include obtaining invoices for all purchases to ensure
appropriateness of all charges. These invoices should be attached to the credit card bill and retained for audit
pUrposes.

Cause: Procedures are not currently in place or properly implemented which prevent cash disbursements when
an invoice is not present.

Effect: Without adequate controls in place, the County is exposed to an increased risk of fraud.

Corrective Action Response: The County will work toward having all material journal entries completed before
auditing fieldwork begins in the future.

2007-3 MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Condition: Material journal entries for the proper recognition of taxes receivable and related deferred revenue,
accounts receivable, grants receivable, accounts payable, and depreciation were proposed by the auditors.
These misstatements were not detected by the County's internal control over financial reporting. These entries
were brought to the attention of management and were subsequently recorded in the County's general ledger.

Criteria: Statement on Auditing Standards No. 112 (SAS 112), Communicating Internal Control Related Matters
Identified in an Audit, emphasizes that management is responsible for establishing, maintaining, and monitoring
internal controls, and for the fair presentation in the financial statements of financial position, results of
operations, and cash flows (where applicable), including the notes to the financial statements, in conformity with
U.S. generally accepted accounting principles. The auditor cannot be a part of internal controls.

Effect: Through the identification of material journal entries that were not otherwise identified by management,
the auditors are effectively part of the County's internal controls.

Recommendation: We recommend that the County take steps to ensure that material journal entries are not
necessary at the time future audit analysis is performed.



Branch County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended December 31, 2007

Section |l - Financial Statement Findings - continued

2007-3 MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS - CONTINUED

Corrective Action Response: The County will work with the auditor to understand these entries and work toward
internal control procedures to ensure these are identified and addressed by the County’s internal controls.

2007-4 UNFAVORABLE BUDGET VARIANCES

Condition: During our review of the County's compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for various activities in the General Fund and various Special Revenue
Funds. This issue was noted and reported in our audit comments last year.

Criteria: The Uniform Budgeting and Accounting Act requires the County to amend the original adopted budget
“as soon as it becomes apparent that a deviation from the original general appropriations act is necessary and the
amount of the deviation can be determined”. The Act also states that “an administrative officer of the local unit
shall not incur expenditures against an appropriation account in excess of the amount appropriated by the
legislative body".

Cause: The County's budget was not amended as it became apparent that expenditures would exceed the
amounts appropriated for various activities of the General Fund and various Special Revenue Funds.

Effect: The County adopted the budget for the General Fund at the activity level and at the total fund level for the
Special Revenue funds. Having unfavorable budget variances as described above, the County is not in
compliance with Public Act 621 of 1978, as amended,

Corrective Action Response: This year the County has implemented controls, e.g. quarterly and mid-year
reviews to monitor the expenditures and revenues in an effort to provide a means to make adjustments if
necessary. We will gauge the effectives of these controls in our ability to identify and take corrective action.

2007-5 ESCHEAT UNCLAIMED PROPERTY TO THE STATE OF MICHIGAN

Condition: During our audit, it was noted that the County had outstanding checks, which were up to five (5) years
old, listed on their Trust Agency Fund as the escheats account. The County holds five (5) years worth of
outstanding checks before the County escheats these to the State.

Criteria: The Michigan Public Act 29 of 1995 provides that the County report and escheat unclaimed property to
the State of Michigan in the year after they have been outstanding for more than one year.

Effect: The County is not in compliance with the Michigan Public Act 29 of 1995.

Recommendation: We recommend the County attempt to contact the payees in an effort to clear old outstanding
checks. In the event that the rightful property owners cannot be located, we recommend the County review their
unclaimed property and escheat funds to the State of Michigan as necessary.

Corrective Action Response: We have examined instructions on escheating unclaimed property to the State of

Michigan and recognize that we had somehow overlooked the section that explained the one year time frame.
We will begin escheating at one year.

Section lll - Federal Award Findings and Questioned Costs

None



Branch County, Michigan
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

Year Ended December 31, 2007

FINDINGS/NONCOMPLIANCE

Control Deficiencies and Material Weaknesses Related to Internal Controls Over the Financial Statements.

2006-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP

Condition: It has historically been common for many governments to rely on the independent auditors to assist in
the preparation of the government-wide and fund financial statements, as well as the related notes to the financial
statements, as part of its external financial reporting process. As a result, a government’s ability to prepare
financial statements in accordance with GAAP has typically been based, in part, on its reliance on the independent
auditors. By definition, independent auditors cannot be part of the government's internal controls.

Resolution: This issue was noted during the current audit. We do not consider this issue resolved.

Findings Related to Compliance with Requirements Applicable to_the Financial Statements.

2006-2 UNFAVORABLE BUDGET VARIANCES

Condition: During our review of the County’s compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for various activities in the General Fund and various Special Revenue
Funds.

Resolution: A similar issue was noted during the current audit. We have repeated the finding in 2007-4.

Findings Related to Compliance with Requirements Applicable to Federal Awards and Internal Control Over
Compliance in Accordance with OMB Circular A-133.

No prior audit findings.



